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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 
in full payment or return the book. on 
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aecepted methods of bank statement analysis. 


By F. L. GARCIA 
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Hoit, Rose & Troster 
New York 


Although the analyst can only 


lL: is the purpose of this booklet to discuss from the practical standpoint some 


be as good as the data at his disposal, the greater detail now available in 
bank statements is imparting to statement analysis a real significance many 


times lacking in the past. 


@ Mr. Garcia first considers the bank statement taking up item by item the 


various entries which appear under assets and liabilities. 


discuss the “intangibles” 
bank management. 


He then goes on to 


which must be considered in appraising the quality of 
He then considers the process of analysis particularly with 


reference to various standard ratios, which are indicative of a bank’s strength or 


weakness. 


The last section is devoted to an analysis of a bank’s earnings. 


@ An appendix gives a number of important tables showing how different bank 
ratios have changed during inflationary and deflationary periods. 
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Editorial Comment 
THE A. B. A. CONVENTION 


HEN the American Bankers Association assembles 

at New Orleans, November 11-14, it will find the 

banks of the country in a somewhat different posi- 
tion than confronted the previous annual convention. In 
the first place, the banks are now operating under a new 
law, the Banking Act of 1935, which introduces some new 
problems for the bankers to meet. In the second place, 
the banks are now, with the rest of the country, emerging 
from the long depression into an era of at least compara- 
tive prosperity. As this change will mean greater activity 
and profits for industry and trade, the banks should he 
correspondingly benefited. A larger demand for good loans 
is inevitable, and that should help the banks, since this 
demand constitutes, in ordinary times, the chief source of 
banking profits. The bankers, then, at New Orleans will 
find more substantial reasons for a feeling of cheerfulness 
than was the case at their convention last year. 

Important service to the banks and business interests 
of the country has been rendered by the American Bankers 
Association in the course of its long history. It is believed 
that the organization is fully mindful of its responsibilities 
and will continue to function with even greater success in 
the future. 

The bankers are fortunate in meeting this year at New 
Orleans, which is one of the most delightful cities in the 
United States. The presiding officer at the convention 
will be Mr. R. S. Hecht, a New Orleans banker, who has 
worked indefatigably in the interests of the association, 
and whose election to the presidency was a fitting reward 
for his services. 

A program of unusual interest has been arranged which 
will be found in detail elsewhere in this issue. Among the 
speakers will be Senator Carter Glass, who will discuss 
Federal banking legislation, Leo T. Crowley, chairman 
Federal Deposit Insurance Corporation, Major L. L. B. 
Angas, J. F. 'T. O’Connor, Comptroller of Currency, and 
Lewis H. Brown, president Johns-Manville Corporation. 
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A PLETHORA OF MONEY 


EAVY importations of gold, resulting from the 

war scare in Europe, have served to elevate the 

monetary stock of the United States to an all-time 
high record, some $15,000,000,000. 

The gold that has been flowing to our shores of late 
is not needed here, and its loss to the exporting countries 
will further reduce the stability of their currencies. Pre- 
sumably, much of this gold will be here only as short-term 
balances, and subject to return to Kurope as soon as the 
war scare subsides. Should the metal be held for some 
time, however, and certificates against it be issued by the 
Treasury, these certificates could be deposited with the 
Federal Reserve banks, thus swelling the already excessive 
bank reserves of the United States. 

Few gold movements in recent years have come as the 
result of trading conditions, but have followed more or 
less disturbing political and financial conditions in the ex- 
porting countries. 

In the course of time, as foreign trade becomes measur- 
ably restored, much of the gold now in this country will 
be repatriated. This will be easy enough, provided we do 
not build up a huge speculative structure based upon our 
present abnormal gold supply. 





THE REGIMENTATION OF BANKING 
M men attention has been bestowed upon the regi- 


mentation of industry under the late N.R.A. code, 

and of farming under the provisions of the Agri- 
cultural Adjustment act, but not much attention has been 
paid to the extreme regimentation of banking under the 
laws of the various states and of the Federal Government. 
The politician evidently does not find protest against bank- 
ing regimentation a source of political popularity. He 
could win few votes by advocating greater freedom for 
the banks. Even the banker himself makes but a feeble 
protest against the many laws prescribing the methods by 
which his business shall be conducted. He meekly accepts 
them as the necessary price for engaging in a business not 
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politically popular. Possibly, he may take a certain de- 
gree of consolation in the scriptural declaration, that the 
meek shall inherit the earth. 

Curiously enough, few banking laws are brought be- 
fore the courts to test their constitutionality. The case 
recently mentioned in these pages, challenging the validity 
of the deposit insurance law, is a notable exception. 

Notwithstanding the extreme degree of regimentation 
to which banking is now subjected, the attempt to make 
banking safe by legislation seems never to be given up by 
those who have faith in a remedy of this kind. 





A MAJOR ISSUE IN THE 1936 CAMPAIGN 


ECAUSE of its obvious nature, there is an issue 
pertinent to the coming national campaign which 
will probably either be entirely overlooked or fail 

to receive the attention its importance deserves. 
Essentially it is not a political question, but one of 
morals. It has to do merely with keeping faith. No one 
‘an imagine that on a simple issue like this there can be 
a division between individuals comprised in the two most 
prominent political parties. And yet the instance in mind 
was due to the action of one of these parties, and it must 
bear whatever of blame can justly be ascribed to its action. 
Reference is made to the repudiation of the gold clause 
in bonds of the United States. This repudiation was de- 
clared by the Supreme Court of the United States to be 
beyond the constitutional power of Congress, and the de- 
cision in this case went on to say that if Congress could 
repudiate the gold obligation, it could repudiate the bonds 
themselves. ‘That such a course will be taken is unthink- 
able. So was it with regard to abrogation of the gold 
clause until that was actually done. No one really expects 
that the Federal Government will make an outright re- 
pudiation of its obligations. But it repudiated the gold 
clause, not under the pressure of necessity, but as a de- 
liberate part of its fantastic monetary policy. What steps 
it may be compelled to take, if ever the outstanding huge 
public debt is to be paid, must be a matter of deep public 
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concern. It is of special concern to the banks, loaded as 
they are with bonds of the United States. 

Preservation of faith in our Government, based upon 
its record, is a matter of fundamental importance to the 
people of the United States. 





A RESTRAINING INFLUENCE ON RECOVERY 
wh business recovery is now taking place is plainly 


to be seen, and bankers and all others will rejoice 
in the return of better times. 

For several years there has been hanging over society, 
not only in the United States but in many other lands, a 
sort of nameless dread as to an impending change in the 
social structure. James Truslow Adams, writing in the 
Yale Review on “Unfinished Business,” thus gives recog- 
nition to this fear: 

“The predominant feeling is, I think, fear. It is a 


c 


fear of the complete disintegration of society, fear of eco- 
nomic débacle, fear of the insufficiency of old forms, which 
have so easily and so generally allowed dictators to step 
into power.” 


Perhaps the criticism of banks regarding their lending 
policy failed to take note of a recognition of this fear on 
the part of the bankers. That some of them did recognize 
it is a matter of common knowledge. How far the policies 
of the banks were influenced by this fear cannot well be 
known. 

With the return of more prosperous conditions the 
desire of the reformers of society to turn everything up- 
side down at once may be moderated. No doubt changes 
are being made in the structure of society, but as they are 
made as the result of due deliberation their value is likely 
to be enhanced. Sudden and violent changes have rarely 
lasted, and often they have ushered in conditions much less 
favorable than those it was sought to alter. 

One source of fear relates to the threat of the con- 
tinuance of armed conflict among the nations of the earth. 
Until that fear is removed or greatly lessened, the progress 
of mankind will be subject to delay. 
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SHIFT IN THE MONETARY CONTROVERSY 


OR long years there has existed a battle of the stand- 

ards, a conflict between gold and silver. A managed 

currency also has received approval in high places, 
and the commodity dollar has had its advocates. 

But just now the controversy about money has shifted 
over to bank deposits. While the latter are not money in 
the strict sense of that term, they serve so many purposes of 
money, and in volume are so much greater than the mone- 
tary stock of the country, it is not surprising that this 
shift has taken place. This change has not been due to 
these considerations alone, but has come about from politi- 
‘al attacks made on the banks because of their alleged 
ability not merely to create money, but to create it out of 
thin air. Unfounded as this charge is, the discussion of it 
now going on should result in a better understanding of 
bank deposits, how they arise and what service to the com- 
munity they fulfill. 

While the assertion that banks manufacture money out 
of thin air is far outside the truth, it may be that banks 
should be more careful in granting credits, and to see that 
in all cases where deposit credits are entered on their books 
that they represent collateral values sufficient to assume 
safety and a reasonable degree of liquidity. 

To adopt the extreme proposal that banks should hold 
reserves equal to their deposit liabilities would seriously 
impair the services banks are now rendering to the business 
interests of the country. A moderate restriction upon the 
power of granting banking credit might, on the other hand, 
be of advantage both to the banks and the interests they 
serve. 





RatsE BANKING StTanparps.—It should be the aim of 
every banker to utilize every opportunity to raise the stand- 
ards of banking—in fact, to make banking a profession.— 
J. F. T'. O'Connor, Comptroller of the Currency. 
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Call Loans to Brokers ‘ 

Other Loans Upon Collateral 

Commercial Paper 

Reserve Fund “Cash Balances an Tveet amenand” 
Miscellaneous Assets 

Interest Accrued . 

Bank Buildings, Vaults oil Rinetaeient 
Customers’ Acceptance Liability . 


$66,277,710.12 


52,115,321.88 
9,988, 742.23 
25,023,152.93 
13,500 ,000.00 
42,231,139.58 
20,568,489.37 
8,832,094.31 
4,918,482.88 
913,266.06 
1,906,206.40 
1,200,000.04 


$247,474,605.80 


LIABILITIES 


ee oe ee 
Surplus 

Undivided Profits - 

Reserved for Contingencies . 

Reserved for Taxes and Expenses . 
Dividend Payable October 1, 1935 . 
Miscellaneous Liabilities . . . . 
Letters of Credit and Acceptances 
Deposits . 


$8,400,000.00 
12,000,000.00 
1,733,081.39 
301,727.87 
249,612.19 
336,000.00 
11,606.66 
1,200,000.04 


223,242,577.65 


$247,474,605.80 
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United States Government obligations and other securi- 
ties carried at $20,608,491.09 in the above statement are 
pledged to secure Government, State and Municipal 
deposits and for fiduciary purposes, as required by law 


TRUST FUNDS 
Personal . . $887,468,213.81 Corporate . $1,792,657,823.50 


The Deposits of this bank are insured by the Federal Deposit Insurance 
Corporation, in accordance with the Banking Act of 1935. 
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C. S. W. PACKARD, Chairman of the Board C. S. NEWHALL, President 
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“Digging in Your Own Back Yard” 


A Practical and Profitable Plan for Soliciting New Commercial 
Business 


By J. BLAKE Lowe 


at a practical approach to the de- 

velopment of commercial banking. 
The failure of many theories reduces 
this interesting field of selling to a very 
small plot. A book could be written on 
the ways and means of “getting new 
business” attempted by banks during the 
past few years. Another volume would 
then have to be published presenting the 
reasons why these plans did not succeed. 
By a process of elimination one success- 
ful method comes out of the fire of 
analysis unscathed. The proper execu- 
tion of this plan will build a bank on a 
firm foundation. 


I: is a fairly simple matter to arrive 


THREE NEW BUSINESS METHODS 

Banks today are by and large follow- 
ing one of three courses in their pursuit 
of more and better business—(1) in- 
creasing their appropriations and aiming 
many guns at a multitude of objects; 
(2) continuing to use obsolete weapons 
of attack; (3) ceasing to fire altogether. 

The average bank officer knows less 
about merchandising than the executives 
in almost any other field of industry. 
The result is that the financial advertis- 
ing man usually prepares material to 
sell the banker and not to sell the bank. 
Consequently the public isn’t sold. The 
banker also spends many good dollars 
to secure bad business. Consequently 
he is skeptical about the value of adver- 
tising and loath to embark on any new 
plan of endeavor. The result is that the 
average new business man of the aver- 
age bank is still just a junior officer in- 
stead of a senior executive-expert in the 
psychology of selling. 

If there is one outstanding defect to- 
day in bank sales promotion work it is 


the attempt to cover too great a terri- 
tory in development and the failure to 
concentrate effort on one practical mode 
of attack. This leads to the installation 
of varied plans and programs which usu- 
ally have a normal death in one to six 
months. Sometimes the ideas are good 
but proper execution is lacking and they 
go the way of all flesh. 


A SUCCESSFUL PLAN 


A_ successful development program 
necessarily should incorporate certain 
fundamental methods of selling and be 
free from the defects of past experience. 


Employe campaigns have no place in 
the organization that is building on solid 


sales ground. Such campaigns are 
ephemeral, the employes reach a peak 
and then there is a collapse. The busi- 
ness secured usually follows in the same 
order. A lot of it comes in under pres- 
sure and goes out under fire. Some of 
it may be valuable but most of it will 
soon be subject to a charge for services 
rendered. 

An advertising program that has no 
direct follow-up is wasted effort. Banks 
have no product that comes in pretty 
packages with a trademarked label. It 
performs a public service and the in- 
dividual that represents the bank inside 
and out is the stamp upon which the 
public will place its approval or disap- 
proval. Bank advertising can and should 
picture an institution to the people. It 
can pave the way by acquainting the 
public with its name and character. It 
does not, however, sell deposits and 
credits. 

The factors essential in profitable de- 
velopment of commercial banking may 
be summed up as follows: 
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1. The plan must be one susceptible 
to permanent treatment. 

2. It must come from the top down 
with a definite channel of responsibility 
and authority. 


3. It must be reasonably free of 
detail. 

4. Once established, it should be al- 
most automatic in its method of op- 
eration. 

5. Experience has shown that in so 
far as banks are concerned “digging in 
your own back yard” is a proven policy. 
The plan should therefore be built 
around present customers. 

6. Indirect selling is 
than direct selling. The 


more potent 
proper entree 


to one good prospect is worth a hundred 
calls on fifty suspects. 


7. The public is wary of banks and 
bankers. The direct cold approach to 
new business may raise unfavorable 
questions. The indirect approach is 
safe and dignified. 

8. The sales approach must have 
teeth in it. 

9. All banks are much the same un- 
der present laws. The human element 
must be the dominating factor. 

10. A bank has one real channel of 
prospective customers and should con- 
centrate its effort at this one source. 


A VALUABLE PROSPECT LIST 


A bank is the only organization that 
is in a position to know with whom its 
customers do business. Every day a list 
of valuable prospects passes through 
every bank in the form of checks drawn 
by the bank’s customers payable to in- 
dividuals and firms with whom said 
bank has no business contact. Many of 
these firms and individuals are desirable 
accounts which the bank would like to 
have. Probably some of them are called 
on by an officer or salesman who coldly 
solicits the account for his bank—because 
it has $2,000,000 capital and surplus, or 
$30,000,000 deposits, or is located on 
Main Street, or is sixty years old. In 
the vast majority of cases the solicitor’s 
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time and the bank’s money is wasted, 
So is the year’s advertising appropria- 
tion if it is followed up in such a man- 
ner. None of the above reasons is a 
valid one for changing a bank connec- 
tion today. It is the same old story. 
A cold, direct call may be 10 per cent. 
effective. An indirect approach with 
the proper contact is very likely to be 
90 per cent. effective. 

For the purpose of illustration, con- 
sider a practical indirect approach to an 
account which the bank would like to 
have. The X. Y. Z. Company is a close 
customer of the First National Bank. 
A careful record of the checks of this 
customer shows that it buys, annually, 
$20,000 of merchandise from Brown & 
Sons. An officer of the First National 
calls on Mr. Jones of the X. Y. Z. Com- 
pany and, after an informal chat with 
him on business in general, the progress 
of the X. Y. Z. Company during the 
past six months, etc., etc., he says that 
he is personally interested in getting the 
account of Brown & Sons and under: 
stands that Mr. Jones has some contact 
with them. Then Jones either gives him 
a letter, telephones Brown & Sons and 
makes an appointment for him, or calls 
in person on the prospect. 

Brown ©& Sons value greatly the ac- 
count of the X. Y. Z. Company. They 
have a very high regard for Mr. Jones’ 
business acumen—and here he is recom- 
mending the First National Bank. That 
bank must be a real institution to secure 
and hold the patronage and active in- 
terest of a man like Jones. Later, a 
call on Brown & Sons by the officer of 
the First National will certainly be re- 
ceived cordially. The way has been 
paved. The opening is made. The cold 
suspect is a definite prospect. Possibly 
the account is not secured immediately— 
maybe not at all, but Brown & Sons 
have a new respect for the First National 
Bank and any future change in their 
account will very likely bring it to 
Jones’ bank. 

Here is an indirect approach in which 
there is a scientific sales plan that has 
teeth in it. 
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PUTTING THE PLAN TO WORK 


Such a plan is a simple one to install 
—preferably on a small scale at the be- 


ginning. 

Prepare a preferred list of the bank’s 
closest and most valuable customers. 

Keep a record of the large checks of 
these customers showing to whom pay- 
able and the amount of payments. Such 
an analysis becomes increasingly valu- 
able over a period of time. It reveais 
the accounts with whom the bank’s cus- 
tomers do business. It shows the value 
of that business and additional customer 
contacts with the same prospect. These 
prospects can then be reviewed and 
those accounts which appear desirable 
can be approached through the bank’s 
customers who purchase from them. 

This plan of commercial development 
ties in closely with the sound cultivation 
of the bank’s customers and a program 
of public relations—wherein the bank’s 
officers make personal calls on the bank’s 
leading customers and the bank’s em- 
ployes know how to handle these cus- 
tomers when they come into the bank. 
Again it is a policy of “digging in your 
own back yard.” 

A customer may be in the bank six 
days a week. He may be close to one 
or more officers. He may be borrowing 
money. He may be a friend of the 
bank. But, if an officer of the bank 
leaves his own desk and makes a per- 
sonal call on that customer, a new and 
closer relationship is created. The ofh- 
cer calls because of personal and genuine 
interest in the bank’s customer, to dis’ 
cuss any problems he may have, to cor’ 
rect any errors that may have been 
made and to offer additional services if 
needed. Such a depositor so cultivated 
will soon become a real customer; such 
a customer a friend and such a friend 
that he will go out of his way to bring 
others to an institution that is doing a 
real sales job. This is the psychology 
of indirect selling—the great advantage 
to be gained from “digging in your own 
back yard.” It unquestionably holds 
business that might move elsewhere. It 


develops new business from old cus- 
tomers and it brings new business from 
foreign quarters. 

This customer contact can be planned 
on an automatic basis with a minimum 
of detail. Each officer may be assigned 
a specific number of customers for con- 
tact each month. (On the first of each 
month he receives these names on a 
monthly assignment slip.) At the end 
of each month the officer dictates his re- 
port and his secretary records it on an 
original and carbon copy report blank. 
The original goes to the president for 
review; the carbon to the file clerk for 
posting in a loose-leaf ledger sheet. A 
yearly calender sheet may be kept show- 
ing the accounts assigned to each officer, 
monthly, and the reports made by said 
officer, monthly. 

A PERMANENT PLAN 

Such a program of development is 
not temporary but builds permanently 
for the future. It is practically free of 
detail. It is almost automatic in its 
method of operation. It offers an ideal 
indirect approach to new business that 
presents both an entree and a sales ap- 
peal with teeth in it. The bank builds 
up a cumulative goodwill among its cus- 
tomers and prospects that cannot be se- 
cured in any other way. 

Effort is concentrated on a practical 
plan of attack and the guns are pointed 
in the right direction at a limited num- 
ber of real targets. 


BUDGET MUST BE BALANCED 


Ir this Government does not gain better 
control of its budget and its eventual 
balancing becomes in the public mind a 
matter of continually increasing doubt, 
it will have created a condition which 
never in history has failed in time to 
cause a mass movement of the people 
inspired by fear and followed by pro- 
longed business depression and _ social 
distress.—Charles G. Dawes. 





WV srever the future may 


have in store for banking, we can 


be very sure that nothing will 


survive that is not based upon 
integrity, efficiency, and fair deal- 
ing—qualifications that are char- 
acteristic of' this bank, now enter- 
ing upon its 133d year of public 


service. 


Institutions, like precepts, are 
sound not because they are old. 
They are old because they are 


sound. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
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Social Security 


What It Is and What It Means to American Banking 
and Industry 


By HERMAN GLASSER 


HEN on August 14, 1935, 
President Roosevelt affixed his 
signature to the Social Security 
Act he inaugurated a scheme of social 
security more comprehensive than that 
found in any other country and orig: 
inated a new plan of taxation which will 
cost industry as much if not more than 
the total of all other taxes combined. 

Prior to the enactment of the Federal 
Act there were in force in certain states 
various types of relief measures. These 
provided for payments in aid only to 
those in distress and the first condition 
required of those applying was proof of 
their inability to provide for themselves. 

The present scheme as incorporated 
in the Federal Act accomplishes the 
following: 

1. It co-ordinates all forms of relief 
in the various states. 

2. It requires the adoption by all 
states of a broad program of relief for 
those in distress. 

3. It institutes old age benefits, which 
are in fact annuities, and compulsory 
unemployment insurance. 

It should be understood at the outset 
that old age benefits and unemployment 
insurance are intended to be payments 
to such individuals as may be entitled 
thereto, upon the happening of certain 
contingencies, without regard to finan- 
cial condition. The individual becomes 
entitled thereto by reason of certain 
contributions made by him in the nature 
of premiums paid. 

For the purpose of these articles the 
subject will be limited to old age bene- 
fits and unemployment insurance with 
which industry is solely concerned and 
to the taxes to be imposed on industry 
which will provide the funds from 
which the payments will be made. 


Concededly this whole scheme of re- 
lief and taxation is an experiment. It 
will be revised and amended time and 
again before the plan will be in its final 
form and recognized as fulfilling the 
purposes for which it was adopted. 
Rates of taxes may be reduced if found 
to be for the purposes for 
which they are levied or they may he 
increased if found to be inadequate. 


excessive 


This is the first of a series of 
three articles which will discuss the 
various problems which will arise in 
connection with the new Social Se- 
curity Act—especially as these affect 
industry and banking. The author 
is a member of the New York Bar 
and has for some years specialized 
in taxation. For the past two years 
he has been making an intensive 
study of social security legislation, 
both in this country and in Europe. 
We believe that our readers will 
find these articles of great value 
and interest—THE EDITOR. 





thing we may be certain. 


Of one 
Social security legislation and payroll 
taxes are here to stay and will continue 
with us so long as changing economic 
conditions bring unemployment and so 
long as industry continues to discard its 


aged workers. Until industry finds a 
way to stabilize employment and pro- 
vide gainful occupation for the aged or 
itself assumes the duty of taking care of 
them, the Government, Federal and 
State, having assumed the obligation, 
will continue to provide security for its 
workers against the distress of poverty 
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resulting from loss of employment due 
to economic conditions and old age. 

Briefly, the scheme was inaugurated 
by the adoption by Congress in August 
of this year of the Social Security Act 
which imposes three different plans of 
taxation based on payrolls, two of which 
must be paid by the employer and the 
third by the employe. This act requires 
that the Federal Government inaugurate 
old age benefits (which are in fact a 
form of annuity) and, in addition, con- 
tribute to the various states having re- 
lief measures a portion of the amount 
expended in relief payments and cost of 
administration. 

Because the Federal Act undertakes 
to make these contributions only to 
states which have adopted the necessary 
legisiation, it must necessarily follow 
that those states which have not as yet 
done so will soon enact laws carrying 
into effect the Federal Social Security 
Plan. 

The Federal Act also provides for a 
credit to be allowed to employers of 90 
per cent. of one of the taxes imposed 
provided contributions have been made 
by the employer under a State Com- 
pulsory Unemployment Insurance Law. 

To date, nine states (including New 
York) and the District of Columbia 
have already adopted Compulsory Un- 
employment Insurance Laws and the re- 
maining states will do so shortly, since 
otherwise employers will not be entitled 
to the credit allowed under the Federal 
Act. 


THE PLAN SUMMARIZED 


Before going into a detailed discus- 
sion of the provisions of the various 
acts, a brief summary of the plan as a 
whole will be given. In doing so, it 
is assumed that all states have enacted 
the necessary legislation to complete the 
scheme as it applies to the employers 
and workers in the various states. 

The scheme provides the following 
forms of relief: 

1. Old age assistance; 

2. Old age benefits (to certain work- 
ers only); 


. Unemployment benefits; 

.. Aid to dependent children; 

. Maternal and child welfare; 
6. Services for crippled children; 
7. Child welfare services; 

8. Vocational rehabilitation; 
9. Public health work; 
10. Aid to the blind. 


The scheme provides for the follow: 
ing plans of taxation: 


1. Tax on payroll to be paid by the 
employe payable to the Federal Govern- 
ment; 

2. Tax on payroll to be paid by the 
employer payable to the Federal Goy- 
ernment; 

3. Another tax on payroll to be paid 
by the employer to the Federal Govern- 
ment; 

4. Tax on payroll to be paid by the 
employer payable to the state; 

5. In some states a tax on wages to 
be paid by the employe. 


This summary clearly indicates that 
the scheme is the most comprehensive 
and ambitious plan for Social Relief 
and Security ever before attempted any- 
where. 

Payments on account of the various 
forms of relief enumerated above, ex- 
cept old age benefits for certain work- 
ers and unemployment insurance, begin 
at once in those states where the neces 
sary laws are in force or as soon as such 
laws are enacted. Old age benefits to 
workers begin on January 1, 1942. 

Unemployment insurance benefits be- 
gin January 1, 1938, in those states 
where laws providing for their payment 
have been passed. 

Of the taxes, plan “1” and “2” re 
ferred to above, accrue January 1, 1937. 
Tax plan “3” and “4” accrue January 
1, 1936. Tax plan “5” where imposed 
accrues January 1, 1936, in certain 
states, and January 1, 1937, in other 
states. 

Postponement of the payment of 
benefits was due to the desire to permit 
the accumulation of a sufficient reserve 
before any claims were payable. 
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It will be the purpose of these articles 
to discuss those benefits only with which 
industry is concerned. These are the 
old age benefits to workers and unem- 
ployment insurance. These articles will 
also summarize the provisions of the 
different types of taxes imposed. 

The purpose of old age benefits is to 
provide the individual with security in 
his old age. It is expected the security 
afforded will result in the retirement 
from the employment field of all such 
aged workers thereby affording oppor- 
tunities for employment for the younger 
generation. The provisions of the law 
providing this benefit will be discussed 
in a subsequent article. 

Unemployment insurance is a matter 
of the utmost importance to industry. 
As time passes there will be more and 
more discussion as to the necessity, de- 
sirability or propriety of providing un- 
employment compensation at the ex- 
pense of the public for in this, as in 
every other form of taxation, the public 
ultimately pays. 

There will be disagreement as to 
whether the taxes, referred to in the 
law as contributions, from which the 
benefits will be paid shall be made by 
the employer or employe or state or 
Federal Government or by two or more 
of them and if so which. 

There will also be considerable dis- 
cussion as to whether the benefit pay- 
ments are sufficient or insufficient, 
whether the duration and conditions of 
payments are reasonable and fair. And 
many more. 

These articles cannot go into such 
controversial matters. But the reader 
will be able to decide for himself what 
is right, what is reasonable and fair, if 
only he keeps in mind that unemploy- 
ment insurance is not and should not 
be a relief measure. If it were, the ex- 
perience of other countries with unem- 
ployment insurance and of the few pri- 
vate funds established in this country 
would clearly indicate that the fund es- 
tablished by this legislation no matter 
how large it might become during pros- 
perous years could not and would not 


withstand the drain upon it during any 
extended period of depression. Es- 
pecially, if politicians during such 
period of depression began to extend the 
provisions for payment of these benefits. 
Actually it is a plan to stabilize em- 

ployment. 
As President Roosevelt said in his 
to Congress of January 17, 


“An unemployment compensation 
system should be constructed in such a 
way as to afford every practicable aid 
and incentive toward the larger purpose 
of employment stabilization.” 


Employment stabilization may not be 
difficult to define but it surely is difh- 
cult to determine how it can be accom- 
plished. 

Perhaps the difficulty will be removed 
if we define employment stablization as 
the attainment of regularity of employ- 
ment. Stabilization of employment will 
have been accomplished when the 
worker knows that his employment is 
certain for a definite period during the 
year—whether that period be 52 weeks 
or 40 weeks or even less. 

The benefit to the employer who can 
and does succeed in stabilizing the em- 
ployment in his establishment will be 
discussed in a subsequent article. 

Of all branches of industry there is 
none where employment is more regu- 
lar and where unemployment has been 
reduced to a greater extent than in 
banking. That banks should be required 
to make contributions based upon their 
nayrolls to take care of unemployment 
seems unreasonable. How the State of 
Wisconsin has eliminated this inequality 
will be discussed in a subsequent article 

There will also be described in a sub- 
sequent article a provision incorporated 
in the Unemployment Insurance Law of 
the State of Wisconsin which permits 
an employer to retain control over all 
contributions made by him by deposit- 
ing them into an account established for 
that purpose with a bank, withdrawals 
to be only for the purpose of meeting 
claims for unemployment benefits. 
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A scientific book 
on building the 


bank’s business 











... telling how to merchandise banking! 


~ MERCHANDISING 


for 
Banks, Trust Companies and 


Investment Houses 


By L. DOUGLAS MEREDITH 


Here at last is a book which covers not 
just bank advertising, or selling banking 
services, but the whole “merchandising pro- 
cess.” The author believes that bank serv- 
ices may be marketed on just as scientific 
a basis as manufactured products and that 
bankers should take just as much pains to 
analyze every step in the process which in- 
cludes market analysis, advertising, selling 
and publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons de- 
manding many different 
kinds of “appeals.” Be- 
tween the producer, the 
bank or investment house 
and the consumer, there 
exists a wide gap which 
must be_ bridged. This 
means devoting careful 
and intelligent attention to 
the tastes of the consumers 
und to the methods by 
which the message of the 
offering institution may be 
conveyed to customers and 
prospects. 

The marketing process 
becomes essentially one of 
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PUBLISHING 
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educating the prospect concerning the man- 
ner in which the services offered by the par- 
ticular institution may satisfy his desires. 
The relative simplicity of the services of- 
fered by financial institutions has caused 
executives to consider the marketing process 
as one of equally simple proportions. 

This book doesn’t discuss means of get- 
ting “new business” by ballyhoo methods 
only to find that this business cost far 
more than it was worth. But it does 
show how banks can analyze their mer- 
chandising problems, decrease their selling 

costs and maintain the 

good will and good un- 

derstanding of their pres- 
customers and future 
prospects. 

A glance at the table of 
contents of this book will 
show how completely the 
author has covered his 
field. By taking advan- 
tage of our approval 
offer you may. ex 
amine this book without 
obligation at your own 
desk and decide for your- 
self as to its practical 
value. 





When the Banker Needs Help 


The Growing Importance of the Management Expert in the Han- 
dling of Commercial Loan Problems 


By C. H. GLEAson 
William B. Nichols @ Co., Inc. 


HE experiences of the past five 
ik have convinced most com’ 
mercial bankers that there is a real 
need for improvement in the handling 
of the great number of difficult prob- 
lems that arise when industrial and mer- 
chandising companies are unable to re- 
pay their maturing loans. 
In addition to the responsibility of 
protecting his bank’s position, the 


banker of today is being called upon to 
help his customers solve their problems. 
Even where the banker may prefer to 
shun the added responsibility, he fre- 


quently finds that his only hope of 
thawing out a frozen loan, or saving his 
bank from a heavy loss, is to perform 
this service. 

To illustrate some of these difficult 
problems that arise and the help the 
banker is called upon to give, I will 
cite two situations which are typical of 
many found in the commercial banks 
throughout the country. 

The first case is that of a company 
manufacturing a miscellaneous line of 
small tools and special castings. The 
company is an old established concern 
with a fine reputation. For years it op- 
erated at a good profit. In 1932, on 
the death of the president, the senior 
vice-president was elected president. The 
forceful and sound leadership of the old 
president was lacking in the new presi- 
dent; this, coupled with the decline in 
general business, affected sales and 
caused a heavy loss in 1933. In an at- 
tempt to increase the volume of busi- 
ness, it was then decided to add a new 
line of products. This required certain 
new machinery and additional working 
capital. The bank was induced to lend 
the money, a sum in excess of $100,000. 


Sales did not equal the volume antici- 
pated and 1934 showed a further loss. 
The loan made by the bank is now 
frozen. The company is not yet in- 
solvent but will be unless an immediate 
solution is found for its problems. The 
two controlling stockholders have come 
to the bank for help. They believe that 
a new president is needed, new policies 
must be established, and the means 
found to take advantage of increasing 
business activity. The bank is equally 
interested in finding a way of getting 
the company back on a profitable op- 
erating basis. Its only hope of thawing 
out its loan without taking a heavy loss 
is to help solve the company’s problems. 

The second case is that of a company 
in the builders’ supply field, which for 
years maintained a dominating position 
in its trade territory. In 1928 a policy 
of expansion was undertaken, to finance 
which the company borrowed exten- 
sively from the bank in addition to plac- 
ing a mortgage on its plants. The slump 
in building following 1929 found the 
company overextended and in 1931 it 
went into receivership. Wiéith the pres- 
ent increasing activity in new building 
and remodeling of homes, more business 
is available than the company can 
handle with its limited working capital. 
It is believed that substantial profits can 
be expected if a reorganization can be 
effected and sufficient working capital 
provided. The bank, which is the 
largest general creditor, has been asked 
to formulate a plan of re-organization 
and provide, in part, the new working 
capital. What should the bank do? Its 
present loan cannot be thawed out until 
the company is on a profitable operating 
basis. Liquidation will mean a heavy 
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loss. Before the bank can come to a 
decision, it must determine how much 
new capital will actually be needed and 
whether there is reasonable assurance of 
success in the future. It must then 
formulate a plan of re-organization, ob- 
tain approval of the other creditors and 
the stockholders, and handle a multi- 
tude of detail incidental to putting the 
plan into effect. 

Each of these situations presents a 
different problem. In order to deter- 
mine what should be done, there is a 
need for facts on the condition of the 
company, its position in the industry 
and future prospects. Only part of 
these facts can be obtained from finan- 
cial statements. How, then, is the 
banker to get the information he needs 
in order to determine policies and help 
solve the problems of his customers? 

The average banker does not have 
the time personally to investigate or 
handle these matters. Furthermore, he 
seldom has the industrial and merchan- 


dising experience needed to find a solu- 


tion. Therefore, it seems quite evident 
that, if he is to improve his method of 
handling loan problems and give con- 
structive help to his customers, he must 
find some other means of doing it. How 
can this be done? 

There are three ways. He can (a) 
build a special department in the bank, 
(b) depend on his ability to find some 
qualified individual when the need 
arises, or (c) arrange with some pro- 
fessional management organization to 
handle the work. Which plan will come 
nearest to filling the need? To deter- 
mine this, we must first outline what is 
required in order to successfully handle 
the work. 

In most instances, mer are needed 
with wide experience in manufacturing 
and selling, jobbing and retail mer- 
chandising. These men must be of 
sufficiently high caliber so that, when 
necessary, they can take over tem- 
porarily the executive management of a 
business. Some of them must know 
how to make surveys to determine facts 
and present these facts clearly in a re- 


port; others must be able to handle the 
many business phases of corporate re- 
organizations or the liquidation of com- 
panies in such a way as to realize the 
maximum possible amount from sale of 
assets and good will. A _ sufficiently 
large personnel must be available s0 
that all situations can be handled 
promptly if the need arises. The work 
must be handled as economically as 
possible. 

Let us now consider the plan of es- 
tablishing a special department in the 
bank. In order to have a self-contained 
department that will prove to be an 
asset, it will almost certainly need to 
be a sizable organization. Unless it is 
reasonably large, a management depart: 
ment cannot hope to perform success: 
fully and will be of questionable value. 
No one or two men can be expected 
to have the wide experience necessary 
to handle successfully most of the indus- 
trial and merchandising loan problems 
that may arise in even a medium-sized 
bank. Neither could they give any as- 
surance of being able to handle every 
situation promptly. The high caliber of 
men required means that salaries must 
be in line with what these men could 
command on the outside. In the very 
nature of the cases, there will be no 
regularity in the time jobs come up for 
attention, and there will be periods of 
little activity and idleness. The bank 
may have a large monthly overhead to 
absorb, and as a consequence costs of 
handling any particular job may be 
high. 

The second plan, that of hiring an 
individual for a particular job, has been 
employed extensively and some very ex’ 
cellent results have been obtained where 
a fully competent man was available. 
One disadvantage of this plan is that 
the bank has no assurance that a fully 
qualified man will be available when 
needed. Such men are not easy to find, 
as they are generally looking for per- 
manent connections and only do free- 
lance work as a fill-in. Also, the bank 
may have at times to go to considerable 
trouble to satisfy itself as to the char- 
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acter and responsibility of the man em- 
ployed. A further disadvantage in- 
herent in the individual plan is the 
necessity of relying on the judgment of 
one person. Offhand this might not 
seem important, but in actual practice 
it is very often a distinct weakness. 
The third plan, that of having the 
work done by a management organiza- 
tion, is coming into more extensive use 
each year. These organizations are of 
relatively recent origin, but have already 
become a permanent part of our busi- 
ness structure, just as are firms of en- 
gineers and accountants. The men head- 
ing these firms look upon their work 
as a profession and a permanent voca- 
tion. They have built their businesses 
on a reputation for integrity, which 
they are as careful to maintain as is 
the successful firm of engineers or ac- 
countants. A confidential relationship 
exists between them and their clients. 
The staffs of such management or- 
ganizations contain men with wide prac- 
tical experience in manufacturing and 
merchandising, who bring to each situa- 
tion an unbiased viewpoint. The col- 


lective knowledge of this staff is avail- 
able when need arises to solve some par- 
ticularly troublesome problem. Because 
of the organization’s relatively large 
staff, the banker is assured that he can 
depend upon the availability of men to 
handle situations promptly. 

Such firms are usually in a position 
to keep their personnel busy and are 
able consequently to handle assignments 
at a reasonable cost. When desired, 
they can be employed on a retainer 
basis. Where it is necessary for the 
banker to pay for the cost of the work, 
he pays only for the time actually 
spent, and this can be estimated fairly 
accurately before the work starts. 

Although some of these firms confine 
their work to one line or branch of busi- 
ness, it is questionable whether this is 
advisable. One of the chief advantages 
of a management organization would 
seem to be its collective knowledge of, 
and experience in, the larger field of in- 
dustry and commerce, which experience 
is to a considerable extent lost in a spe- 
cialized organization. 

Of the three plans for handling the 
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work, namely, a special department in 
the bank, the free-lance individual, or 
the management organization, the ad- 
vantage would seem to be preponder- 
antly in favor of the management or’ 
ganization. As compared to the special! 
department in the bank, the manage- 
ment organization will usually carry a 
larger staff of men with a more diversi- 
fied experience, than even the largest 
banks can possibly justify maintaining. 
This assures capable men for different 
types of work. Also, problems need- 
ing prompt attention will not be held 
up because men are busy on some other 
job. An unbiased viewpoint and judg- 
ment, uninfluenced by sentiment, is tne 
natural attitude of the management 
firm, but will be difficult for the bank 
department. The work handled should 
be at less cost, where men of equal 
ability are used, since there wiil be no 
dead time to be absorbed and genera! 
overhead expenses probably will be 
more strictly controlled in a manage- 
ment firm than can be hoped for in a 
special department. Furthermore, it 
seems quite significant that, even among 
the large metropolitan banks, few of 
them have established departments to 
handle their work, but instead look to 
outside sources for assistance. 

As compared to the free lance in- 
dividual, dependent almost entirely on 
his own judgment and experience, the 
management firm brings to the assist- 
ance of the man on the job the collec- 
tive experiences and judgments of many 
men. This is a tremendous advantage 
on important and involved problems. It 
is questionable if there will be much, if 
any, difference in the cost of handling 
a particular job. The individual will 
expect to receive a higher rate for his 
services than a man of equal ability 
working steadily for a management 
firm. This difference will be found to 
offset the overhead expenses of the firm. 
Furthermore, it will be seldom that an 
individual will be available for a second 
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assignment, since he will generally make 
a permanent connection when possible, 
When trouble develops, an expensive 
delay may occur while finding a suitable 
man, and each new man used means 
careful checking and a mental reserva- 
tion as to whether he will be satisfac 
tory. In the case of a management firm, 
after the banker has once satisfied him- 
self as to reliability and performance 
record, a close and continuing relation- 
ship can be established, assuring hence- 
forth a definite source of help. 

For the banker who realizes the need 
of finding a way to improve the 
handling of difficult loan problems, the 
management organization would seem to 
provide a permanent answer. The or- 
ganization, with its corps of trained 
men, will provide a valuable auxiliary 
force to supplement the bank’s person- 
nel. It can relieve the banker and his 
executive staff of a heavy burden and 
assure prompt and expert handling of 
the ever-changing problems in connec: 
tion with commercial loans. All of this 
will help to make for more profitable 
banking in the future. 


—@— 


THE RELIANCE ON GOVERN- 
MENT 


WE are called upon today to look to 
the Government to carry our load. A 
mystical faith, similar to that of un- 


civilized mankind for their idols, is 
springing up around us, a faith by 
which we are called upon to submit 
all our problems to a being called the 
Government. 

This faith is also based on supersti 
tion. There is no such thing as this 
mystical thing called the Government. 
There are only men acting under that 
name—men, no wiser, no better and no 
purer than ourselves. The question is, 
how much power should we give to 
those men to control our lives?—John 


W. Davis. 





Analysis of Balance Sheets 


By EuGENE S. BENJAMIN 


N an article in THE BANKERS MaGa- 

ZINE of July, 1935, under the cap- 

tion “Credit Analysis vs. Statement 
Analysis,” the writer criticized the fail- 
ure of authors on statement analysis to 
provide practical ratios which could be 
used by credit men to determine the 
strength or weakness of a balance sheet 
for credit purposes, advocating among 
other recommendations that they “dis- 
card the use of general dollar averages 
and common size statements.” 

By this it was intended to emphasize 
the fact that an analysis for credit pur- 
poses to be conclusive, and to be ac- 
ceptable to credit men, must be based 
on operating proportions and not on 
dollar proportions. 

Reducing a given balance sheet to 100 
per cent. statement for a “common size 
statement” and then comparing it with 
the trade “group common state- 
ment” produces no facts of large im- 
portance to the credit man, and what 
facts it does give are more or less non- 
dependable for the following reasons. 

A “group common size statement” is 
made up by compiling balance sheets 
dated in differing months of the year, 
and to determine an average from such 
statements is misleading. 

To illustrate this, take the cotton con- 
verters, half of whom take inventory 
about June 30 and the others at Decem- 
ber 31. On the former date the mer- 
chandise should be at the lowest point 
of the year, as it is the end of the active 
season and, per contra, on December 
31, at the beginning of the active year, 
the merchandise may reach the highest 
point of the year. The general average 
of statements of these two dates would 
result in a figure showing that a mid- 
year statement in spite of large inven- 
tory would be acceptable, while the end 
of the year statement, in spite of a mod- 
erate inventory for that date, would be 
criticized as being inordinately high. 

This uneven situation, as to merchan- 


s1ze 


dise and receivables and liabilities, would 
be shown in the balance sheets of nearly 
every line of manufacturing, wholesal- 
ing or retailing, when the statements are 
dated on differing months in the year. 

Furthermore, adding the figures of an 
inadequately capitalized and badly man- 
aged concern to the figures of a fairly 
well capitalized and well managed con- 
cern, or to those of an overcapitalized 
concern, cannot provide an average con- 
dition which would have any value for 
credit purposes. 

The proper method to obtain the op- 
erating proportions would appear to be, 
using the same trade index or standard 
as a basis and taking due cognizance of 
the differing statement dates, to elim- 
inate from. consideration a!l unduly 
favorable or unduly unfavorable state- 
ments and to use only the averages of 
average busin as a guide for credit 
extension. 

To show the difference in the opera- 
tion of the two methods, viz., the use 
of operating proportions or the use of 
dollar averages, we will take (Table I) 
an actual balance sheet of a wholesale 
dry goods company as an example. (The 


TABLE I 
CURRENT ASSETS 
Statement Date 
December 31 
131,000 


658,000 
903,000 


Receivables 

Merchandise 

692,000 
186,000 


Total current assets 


Non-current assets 


Total 


assets 


878,000 


Notes payable 
Accounts payable 
Gross capital or net worth 


692,000 
78,000 
108,000 


$1,878,000 
Liquid capital $ 922.000 
Sales $2,407,000 
Current ratio 2.19 
Reported profit $ 107,000 
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dollar figures are changed so as to con- 
ceal the identity, but the proportions 
are kept in full accord with the balance 
sheet.) 

These figures when reduced to 100 
per cent. statement form and compared 
with 100 per cent. group figures for the 
same year will give the dollar averages 
as shown in Table II. 


TABLE II 


Common Size Common Size 
Individual Group 


10 

Receivables 2 39 
Merchandise 36 
Total current ... 85 
Non-current 15 


Assets 


100 
Liabilities 26 
Gross capital 74 


100 


Sales 167 
Current ratio 3:27 


This comparison clearly indicates that 
the individual statement is less favorable 
than the group statement, but does not 
demonstrate the actual weakness sur- 
rounding all the proportions of the in- 
dividual balance sheet. Even the pro- 
ponents of the 100 per cent. or dollar 
average statement recognize this feature 
of their system and proceed to go into 
an involved and cumbersome comparison 
which takes many times as much time 
and labor as is necessary to obtain the 
facts. On the other hand the credit 
analyst who proceeds to ascertain di- 
rectly from the original balance sheet 
the important operating proportions 
necessary for him to obtain the facts, 
finds that: 

Five of these ratios are based on op- 
erating proportions and are obtained 
from the same index or trade standard 


The percentage of receivables to sales is 
The percentage of merchandise to sales is 
The percentage of liabilities to sales is 
The 
The 
The 


times turnover of liquid capital is 
times turnover of merchandise is 


percentage of liabilities to liquid capital 
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after, however, eliminating unduly fa- 
vorable or unduly unfavorable statements 
from consideration and after using 
only the “average of average businesses” 
as a guide. The result of this com- 
parison shows the necessity of eliminat- 
ing about 7 per cent. of sales from the 
value set on receivables and 16 per cent. 
of sales from the value set on merchan- 
dise. 

In other words, to find the credit 
value of this dry goods statement the 
analyst deducts $552,000 from the cur- 
rent assets, because he is convinced that 
these items have been grossly overvalued 
in the balance sheet. 

He also takes note of the fact that 
this statement claims a profit on sales 
with a turnover of only 2.6 times of 
liquid capital, while the standard showed 
that average concerns in this industry 
require at least three times turnover of 
liquid capital to reach a profit. 

He goes further and finds that this 
balance sheet claims a profit of 4 per 
cent. on sales on a turnover of only 2.7 
times of its inventory, when all other 
merchants of this type require four times 
turnover of inventory to reach a profit. 
He is firmly convinced by this time that 
he is faced with a falsified balance sheet. 

He then recasts the figures to show 
the result of his conclusions, with the 
result shown in Table III. 

This shows how the figures were 
vitally affected by using operating pro- 
portions in valuing them for credit pur- 
poses. 

Every credit man would not fail to 
see the potency of this presentation, 
provided, of course, that he accepts the 
fair operating ratios of the group as a 
fair average on which to criticize this 
individual balance sheet. 

This changed condition as to the bal- 
ance sheet of this wholesale dry goods 
merchant has not been forced. The re- 


allowable 20 
allowable 21 
allowable 16 
allowable 70 
necessary for profits 3 
necessary for profits 4 
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TABLE III 
CoMPARISON 
Original Revalued 
Balance Sheet Balance Sheet 


$ 131,000 $ 131,000 
658,000 490,000 
903,000 519,000 


Current assets 


Receivables 


Merchandise 





$1,692,000 
186,000 


.-- $1,878,000 
LIABILITIES 


.. $ 692,000 
78,000 


$1,140,000 


Non-current assets 186,000 





Total assets $1,326,000 


$ 692,000 
78,000 


Notes payable 
Accounts payable 





$ 770,000 
1,108,000 


$ 770,000 


Gross capital 556,000 





$1,878,000 $1,326,000 


Liquid capital ... $ 922,000 
Sales $2,407,000 
Current ratio 2.19 
Reported profit .. $ 107,000 


$ 370,000 

$2,407,000 
1.48 
Loss 





sult is reached by logical comparison of 
the operating proportions of an individ- 
ual business with the operating propor- 
tions of a group of competitive busi- 
It is evident that no system 
using dollar averages or common size 
statements for the purpose of valuing 
balance sheets for credit purposes can 
result in a more direct or vivid picture 
than is demonstrated above. 

In conclusion, no formula or system 
of statement analysis or credit analysis 
is sufficient in itself to justify definite 
credit conclusions. 

There must be back of it the human 
element as represented by the business 
acumen, experience, judgment and abil- 
ity of the qualified credit man. 


nesses. 


New York City 


The credit analyst should present the 
facts as he finds them, fairly and with- 
out prejudice. The credit man, bank or 
trade, should be left free to determine 
the essential goodness or otherwise of the 
credit. 

The credit man often relies on the 
moral and capacity risks as being as im- 
portant as the financial risk, and he re- 
sents any statement that credit risks 
must necessarily be based on dollar 
equality. In many cases he knows more 
about the actual situation surrounding 
a credit than any analyst can evolve. 

Unfortunately, too many successful 
credit men have reacted against using 
statement analysis and have refused to 
make use of its reasonable features be- 
cause of the cumbersome methods em- 
ployed and the involved procedure neces- 
sary in its application. 


—@©— 


AMERICA DESIRES PEACE 


DeEsPITE what happens in continents 
overseas, the United States of America 
shall and must remain, as long ago the 
Father of Our Country prayed that it 
might remain, unentangled and free. 

This country seeks no conquest. We 
have no imperial designs. From day to 
day and year to year we are establish- 
ing a more perfect assurance of peace 
with our neighbors. . . . 

As President of the United States I 
say to you most earnestly once more 
that the people of America and the 
Government of those people intend to 


remain at peace with all the world.— 
Franklin D. Roosevelt. 
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. .- in the management of the bank’s earning assets 
lie possibilities for either success or failure... 








LOSSES 


IN BANK EARNING 


ASSETS 


The Problem and How To Meet It 


By FREDERICK MUELLER, Jr. 


@ Losses in the earning assets of banks have been largely responsible for the 
late-lamented banking crisis and for the large number of bank closings which 
were reported annually prior to that event. Bank closings have been caused 
not so much by the increased cost of bank operation as by heavy losses in the 
bond and loan accounts. 


@ Recognizing the importance of the handling of the “earning assets” in success- 
ful bank management, Frederick Mueller, Jr., has made this analytical study of 
the problem and in this book he presents the facts and his conclusions. He has 
observed bank policies as to the investment of the earning assets during the past 
decade and has traced the results of such policies as revealed in the figures of 
losses in both the investment and loan accounts. 


@ Bank executives who wish to check their own experience with that of banks in 
general—who would compare their own policies with general banking trends— 
will find this book of great value and interest. 


@ To examine a copy without obligation, fill out the coupon below. 


--------" APPROVAL ORDER COUPON - - —- - - - - - 


BANKERS PuBLISHING COMPANY 
465 MAIN STREET, CAMBRIDGE, Mass. 


You may send me on 5 days’ approval a copy of “Losses in Bank Earning Assets” 
by Frederick Mueller, Jr. At the end of 5 days I will either send you my check 
for $3 or return the book. 


Name 
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Scientific Account Analysis 


Putting the Plan into Effect 
By Freperick W. Herze. 


This is the twelfth of a series of articles on account analysis of checking 
accounts. The first appeared in the December issue. These articles will be 
published in book form sometime this winter.—Enprror. 


E have now arrived at that stage in our studies 

where consideration must be given to the second 

phase of our problem. Ways and means must be 
devised for putting to practical use the information pro- 
duced by our analyses. 

In this second phase, we have an entirely new and much 
more difficult element with which to deal than we had in 
the first phase of our problem. We now have injected into 
it the human element. We must now deal with individuals 
outside of our own organizations. 

During the first phase, our difficulties were confined to 
the mere inconvenience of additional detail which could be 
~asily provided for by the expenditure of some additional 
effort assisted by a little planning as to how our new duties 
could be best fitted in with the other general bank routine. 
Those difficulties, if they can be termed as such, can be over- 
come by self-discipline and a determination to see the job 
through. There are no artistic qualifications necessary. 

In the second phase of our problem, however, a persua- 
sive educational appeal, diplomatically presented, will be a 
very necessary adjunct in order to assure the most satis- 
factory results. 

Without the basic information to guide us, our progress 
would be that of a rudderless ship on an uncharted course, 
and, to consider our task completed with the compilation 
of our basic data and not give due consideration to the 
importance of and the difficulties that may be encountered 
in effectuating the requirements shown to be necessary by 
our analyses, would leave us unprepared to effectually meet 
the hazards of the most difficult phase of our problem. 

The existing unsatisfactory relationship between the 
banks and their commercial depositors is largely due to 
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Each month analysis cards like these are turned over to the officer personnel 
for review. 


the extensive educational campaign carried on by the bank- 


ers themselves for the past several decades. Depositors 
were led to expect unlimited services with little or no stipu- 
lations designated in return for those services. 'To expect 
that conditions can be entirely rectified over night is un- 
reasonable. If our method of coping with our problem was 
to be confined to a complete correction at one fell swoop 
or not at all, we would probably have to be satisfied with 
the latter result. 

Changing the existing relations into more desirable ones 
is going to resolve itself into an educational campaign that 
will require careful study and the exercise of a considerable 
amount of tact on the part of bankers. The public must 
be educated to expect and accept what must ultimately be 
required of them. 

Before the public can be educated to this program, 
however, the bankers themselves must be first educated in 
a thorough understanding of what that program will be 
and how they can best carry their campaign through to a 
successful conclusion. 

The method of analysis as here outlined, when based 
upon the authentic data of one’s own institution, is admira- 
bly adapted for the purpose of self-education. As a sug- 
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gestion as to how this method could serve this purpose 
simultaneously with the gradual installation of its complete 
adoption, let us assume that a complete analysis had been 
made as outlined in previous articles, for every account in 
a given institution. We will assume that the work had 
been done completely up to the point of where charges are 
to be made to the respective accounts. 

If no charges have been made, no outside human ele- 
ment would have as yet entered into our problem. 

The analysis cards, onto which the resumé of our analy- 
ses would have been transcribed, will have the line reserved 
for the charge designation divided horizontally so that 
there will be two spaces for each month in which to record 
charges. The charge shown to be necessary by our analyses 
will be recorded in the lower half of this divided space as 
shown in the illustration on page 468. 

These cards will now be turned over to and reviewed 
by the officer personnel. 

In every community there is in effect some charge 
program for services rendered under certain circumstances 
even if it is only say a $1.00 charge when average balances 
are less than $100. There may be some metered plan of 
service charge based upon the number of checks drawn or 
some other arrangement that has been agreed upon by the 
banks of the community. 

The officers reviewing the cards will, if the account is 
subject to a charge under the prevailing practice, designate 
the amount of charge in the upper half of tne charge section. 
If the account is not to be subjected to a charge, a cypher 
‘an be inserted to designate no charge. 

It is important that this and subsequent reviews be 
made by the officers of the bank. This function is going 
to call for the exercise of judgment and, therefore, the 
work should be done only by those authorized to exercise 
judgment. The information gleaned from these reviews will 
strengthen the position of the individual dealing with the 
public and it is therefore imperative that those contacting 
the public do this work. 

After completing the review of the cards and designat- 
ing the charges to be made to the respective accounts, the 
cards will be turned over to the bookkeepers who will charge 
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the respective accounts according to the designations made 
by the reviewing officers. 

After the respective accounts have been charged, these 

‘ards should be subjected to a double adding machine run, 
preferably made in blocks divided alphabetically. The 
first run will be of the charges as designated by the analyses. 
The second run that of the charges “des ignated by the re- 
viewing officers. ‘The percentage of the total charges desig- 
nated by the analyses that were actually made to the ac- 
counts should then be computed for each block and a record 
made for future reference similar to the following. 

It will be assumed that in the first block the charges to 
be made according to analyses was $1000 and the charges 
actually made as designated by the reviewing officers was 
$100. 

BLOCK NUMBER ONE 


Month Analyses Charge Actual Charge Per Cent. 
January $1000 $100 10 
February 
March 


Such a tabulation would present a concise, convenient 
record for comparison with future results and will prove 

be a decided stimulation to the effort toward further 
progress. 

After the charges have been made to the accounts and a 
resumé record made, as above, the cards should go back 
to the officers for a second review. This time the records 
should be reviewed by the officers collectively. The pur- 
pose of this second review will be for the officers to acquaint 
themselves with those accounts that are more unprofitable 
than the average and which can be done by a comparative 
study of the respective accounts. All the pertinent infor- 
mation required is listed on these cards and the examination 
and classification can be made quite rapidly without recourse 
to the more detailed original records. 

The object of the second review will be to determine 
what would be the most logical successive step to be taken 
for the advancement of our program toward a complete 
adoption of charges as shown by our analyses. There will 
be sufficient evidence in any institution that more stringent 
requirements will have to be adopted than are at present in 




















“lve got bad news 
for Jack Frost” 


The Bell System does everything possible to protect 
your telephone talks from interference by the weather 
—sleet, wind and rain. One way: every year more and 
more weather-resisting cable replaces open wire. Ten 
years ago, 88% of the System’s wire mileage was in 
aerial and underground cable. Now that figure has 
grown to more than 947%—which means safer, surer 
telephone service the year ’round. 
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Bell Telephone System 


force. Further, there will be sufficiently clear evidence of 
where effort should be first devoted in increasing charges, 
to make quite apparent the next step that should be logi- 
‘ally taken. In this manner the officers can agree among 
themselves as to what steps shall be taken during the follow- 
ing month and a policy formulated for their guidance. 

This same procedure should be pursued the following 
and each successive month, and each successive month should 
show the percentage of charges actually made in compari- 
son to the charges designated by the analyses, increasing. 
The increasing percentage record will be a visual evidence 
of the progress made, even though it might not be rapid, 
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and will prove to be a valuable stimulant to further prog- 
ress. It will be a means of knowing how much of the 
distance toward a desired goal has been traversed. 

Suggestions for handling those objections presented by 
depositors (and there certainly will be some), cannot easily 
be made in the printed word. The best way of developing 
tact and diplomacy in handling this problem is from 
personal contact with the problem and the exchange of 
opinions with other officers as to the best method of han- 
dling depositors and dealing with their objections. 

The most rapid and satisfactory progress will be that 
which is steady. An advance once made should be held 
and all gains consolidated preparatory to the next progres- 
sive stage. Each new experience should leave the officer 
personnel better prepared for the next effort. 

While it is desirable to progress steadily and therefore 
not advisable to attempt too much in a single step, that 
realization should not foster timidity of action. While it 
will be necessary to exercise tact in dealing with this phase 
of our problem, there is no necessity for timidity, in fact a 
timid approach might well encourage failure. 

The task before us, the importance of which can now be 
clearly visualized in its true light, is one of vital necessity 
and regardless of its impressiveness must be accomplished. 
The mere fact of being able to visualize what has been done 
and what is still left to be accomplished will, in itself, prove 
to be a great boon in assisting ourselves over the barriers 
that will be encountered. 

The mechanical contrivance here offered indicates the 
action to be taken, shows the progress made, clearly visual- 
izes what is still to be accomplished and permits of sufficient 
latitude in application to allow co-operative agreements 
with other banks (even though they may not have pro- 
gressed as far as ourselves), being entered into without in 
any way hindering the progress of our own institution. 

Mechanical contrivances cannot accomplish a task that 
requires the exercise of judgment but they can be of mate- 
rial assistance in so doing. In the final analysis, the amount 
of progress made will depend upon the personal effort and 
degree of ability displayed by the officers of the particular 
institution. 
























How to Obtain Bank Costs 


Departmental Posting Instructions 


By E. S. Woo.LLey 


President, E. S. Woolley Corporation, New York 


This is the twelfth of a series of articles on bank cost accounting. The first 
article appeared in the December number.—Eoprtor. 





N order to facilitate the understanding of these posting 
instructions, the account numbers and expense distribu- 
tion journal, the reader should follow the classification 

of accounts given in the October article. This classification 
will, of course, have to be adapted to the requirements of 
any particular bank using it. The expense journal would 
also have to be changed accordingly. The principle, how- 
ever, is clearly explained. The adapting of the principle to 
any requirement is merely a matter of detail. 

In the installation of any system of accounting it is 
always of advantage to prepare definite posting instructions. 
Such posting instructions reduce errors and make for a 
uniformity of posting of the items not procurable by any 
other means. 


K Interest Received (Income from Invested Funds ) 

With the exception of the profit and loss on sale of securities 
(K—17) the other accounts in the K series are self-explana- 
tory. Into this account (K—17) the profit or loss from bona 
fide sales of bank-owned securities to others will be entered. 
Losses from defaulted bonds or discounts on bonds pur- 
chased—if the latter are carried on the books at par—will not 
be entered here but into accounts 1032 and B—17 respectively. 

Where a bond department manager is purchasing bonds for 
the bank’s bond account, the brokerage on the sales should be 
charged to this account K—17 and credited to L-—13 in order 
to give the bond department credit for their transactions. 












L— 1 Service Charges 





Commercial Department 
This account will contain the total amounts collected for 
service charges, whether on large or small accounts, or whether 
on the basis of small balances or activity. 
L— 2 N.S. F. Check and 0. D. Charges 
Charges for checks drawn against insufficient funds will be 
credited to one of these accounts depending upon the charge. 
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This will also include interest charged on overdrafts specifically 
as such, but not where a note was made and ante-dated to the 
date of the overdraft. 


Tellers’ Exchange—Commercial Department 

Charges for exchange on checks received in cash by tellers 
will be entered in one of the accounts according to the depart- 
ment earning them. That is whether commercial or savings. 
Exchange on a commercial account which is reimbursed through 
analysis of that account will not be entered here. 


Service Charges—Country Bank Department 

Any service charge collected from country banks because of 
insufficiency of balance (in relation to activity) will be entered 
in this account. 


Exchange—Country Bank Department 
Exchange, as such, collected from country banks will be 
credited to this account. 


Collection Charges 
Charges made by the collection department for services will 
be entered here. 


Exchange, Cashiers’ Checks, Drafts, Ete. 
Charges for cashiers’ checks, drafts, money orders, to be 
entered here. 


Foreign Eachange 
Foreign exchange charges will be segregated into this 
account, 


Service Charges—Small Loans 

The service charge made for small loans will be entered 
here, but this account will not contain any interest of any 
nature. All interest will be entered in the proper interest 
account. 


Past Due Note Charges 

Past due note penalties only. That is, those charges made 
specifically because a note runs past due as to principal or 
interest. 


Closed Account Charges—Savings Department 

Charges made on accounts in the savings department closed 
within a specified period of the opening date will be entered 
here. 


Real Estate Loan Commissions 

Only the commissions from real estate mortgages to be 
entered here. The interest received from the real estate 
mortgages will be entered in K—5. 
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Commissions on Sales—Stocks and Bonds 

The brokerage from sales of stocks or bonds sold or pur- 
chased on behalf of customers will be entered here. Profit 
from the sale of bank owned securities will be entered in 
K—17 but correctly this account, L—13, should be credited 
and K—17 charged with the brokerage on such sales if the 
bank has a bond department. 


Safe Deposit Box Rentals 
Rentals from safe deposit boxes and income from key de- 
posits will be entered here. 


Safe-keeping Charges 

Charges for safe-keeping of securities will be entered here. 
Charges made by other institutions for safe-keeping of the 
bank’s own securities will not be charged here but into ac- 
count number 1013. This is because 1000 is the investment 
and loaning costs department number and 13 is the unclassified. 


Trust Department Fees 

The income from the trust department will be entered here. 
In the preparation of statements this department will be 
credited also with its proportion of the income from earning 
assets to which it is entitled. See instructions for division of 
income from earning assets. 


Building Rentals and Expenses 

The rental and expenses of building can be summarized in 
this account. 

This account will also be credited with the amount of rental 
for bank quarters which will be charged into O—21 and from 
there distributed to the various departments on the statements 


only. The depreciation on the building will also be charged 


into this account. 


Income and Expense—Other Real Estate 

The income and expense pertaining to other real estate will 
be entered in this account and shown in detail on the ledger 
sheet. 
Unclassified 

Into this account will be credited income not otherwise pro- 
vided for. The items entered into this account should be 
detailed so that an analysis can be prepared when necessary. 
An analysis of this account is necessary for departmental 
distribution. 


’ 


Expenses, Expense Ledger Accounts 

The following are the control accounts and directly control 
all expenses ending with their respective numbers. The de- 
partmental distribution will be made on the expense journal 
such as is shown on Exhibit Y on page 476. 
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THE MIDDLEWEST 
MIDDLEWEST, U. 
EXPENSE JOURNAL 


AMOUNT 
Voucher 


Explanations No. 


No. 
Semi-monthly Payroll 1 
R. K. Printer and Company 9631 

Chamber of Commerce 2 18 


City Telephone Company 3 16 


Extra Help es 
City Light Company 1 


Express Company..... ; 5 
B. & F. Insurance Company 6 
MONTHLY RECAPITULATION 

1 

entered 2 
and dis- 8 
tributed in the expense journal as 14 
shown below. 16 
18 

23 


The 


above 


items of expense 


are broken down 


DISTRIBUTION 
100 
Drafts, Checks 
Collections 


100 
Commercial 


$2,555.42 
215.00 
20.14 


200 
Country Banks 


$66.80 
40.00 


800 
Public Funds 


$20.10 $338.96 
4.85 


88.20 11.70 


1000 
Investment 
Loaning 


$1,475.24 


700 


Safe Deposit t. Ey 


$144.07 


S00 
and Bonds 


$263.00 


900 
Building 


.30 3.25 
3.00 
9.08 


8.66 
4.98 52.08 


1600 
Use and 
Occupancy 


$33.65 


1500 
General 
Administrative 


1300 
Proof 


b . a 
$216.45 


1400 
Analysis 


$114.00 
165.00 
$25.00 
32.00 


EXHIBIT Y 


NATIONAL 
S.A. 


Acct. 


BANK 


Daily 
Total 


$7,153.00 


46.00 


6,446.00 
648.00 
3.00 
222.00 
48.00 
25.00 
32.00 


500 


Savings 


$381.42 


2.32 
14.00 
13.16 


1100 
Cost of 
Notes 


$225.45 
$113.00 


2.45 


7.78 


1700 


New Business 
Promotion 


Detail 
$6,432.00 
648.00 
25.00 
48.00 


14.00 
32.00 


3.00 


222.00 


600 
Trust 


at . 
$376.27 
.78 


12.98 
1200 
Transit 
and 
Clearings 


$221.17 
115.00 


§.25 


7.63 


Explanation 


Dues C. of C. 


Fidelity 













———— 
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This form is designed for keeping only one general ledger 
expense account controlling a separate expense ledger, the 
“daily total’ being the only amount posted daily to the general 
ledger control. This is the reason for carrying the “daily 
total” column on the left. Under this system much detail 
posting and duplication of work is avoided. At the end of 
each month an adding machine tape is run of all amounts in 
the second column being posted to the same account. These 
accounts are then recapitulated on the journal and posted to 
their proper accounts in the expense ledger. The sum total 
will agree with the departmental distribution. As a matter of 
fact this journal should be balanced each day to avoid the 
necessity of checking back. These expense ledger accounts 
will then show the total of all the various classes of expenses 
such as salaries, stationery and supplies, etc., and the expense 
journal will give the departmental distribution. For ease of 
explanation the account numbers used are those of the classifi- 
cation of accounts shown in the October article. 



























Salaries 

This account will be debited with the total amount of the 
salaries of each payroll and the amount will be divided among 
the departments in accordance with the distribution procured 
from the payroll register. This distribution, of course, is made 
on the basis of the time each employe spends in each depart- 
ment as explained in a previous article. 






Stationery and Supplies 

The total of stationery and supplies will be entered here 
and this controls all accounts ending with —2. The distribu- 
tion to the departments will be made by the purchasing agent 
on the invoices in accordance with this classification of ac- 
counts. This distribution can be made on the vouchers if the 
expense journal is posted from them. Before any invoice or 
voucher is posted it must be seen that the distribution to the 
departments is correctly made on the invoice or voucher itself. 
The person posting should be given instructions not to post 
any item which has not been so marked. 














Checks and Pass Books 





Imprinting Checks 
O— 5 Exachange Paid 

Forgeries and Lost Items 
Cash Over and Short 
Express and Freight 


Repairs Equipment 
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Attorney Fees 
Traveling Expense 


Entertainment 

In all of the above accounts, the reasons for the charges 
are, for the most part, very definitely known and therefore 
can be charged directly to the department incurring them. 
As the departmental accounts are merely subsidiary, the 
amounts must also be entered in the “O”’ series in the expense 
ledger and distributed in the expense journal. The account 
series ending in —9, repairs to equipment (mechanically), 


will be charged to the department whose equipment requires 
the repairs. The depreciation on the equipment will also be 


charged to the department using the equipment. 


Unclassified 

Any items of expense not otherwise provided for will be 
entered into this account. Explanation of each item will be 
written in the ledger opposite that item. Any items which can 
be charged direct to any department will be so charged. Those 
items which can not be so allocated will be charged to 1513 
and distributed through general administrative. 


Insurance and Bonds 

To this general account will be posted all insurance and 
bonds, with the exception of premiums paid on account of 
borrowers’ life insurance policies, which later will be charged 
to account Number 29 and distributed to account Number 1029. 
That is investment and loaning costs. This account, Number 
14, will designate against each item the class of policy which 
the premium buys and the account will be divided between the 
departments according to the following methods: 


Fidelity Bonds—Number of Employes 

Liability Insurance—Amount of Salaries 

Bonds Securing Deposits—To Account Affected 

Burglary and Holdup—Currency Requirements 

Forgery—On basis of past losses from this source 

Forgery Note Endorsements—Investment Costs 

Fire Insurance—Building—Goes to Account L—17. 

Fire Insurance—Furniture and Fixtures—Same as Deprecia- 
tion 

Contents Safe Deposit Boxes—Safe Deposit Department 

Securities in Safe-keeping—Safe-keeping Department 

Messengers—General Administrative 


O—15 Postage 
A basis for the distribution of postage can be obtained by 
periodically keeping record of the amount of postage used in 
the different departments. Such record should be taken at 
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various times of the same month and the percentage thus 
arrived at may be used for the next succeeding months, or until 
some extraordinary change is noted. 


Telephone and Telegraph 

The amount of the monthly telegraph bills can be correctly 
divided between the departments, as can the long distance calls. 
In order to obtain an equitable division of the basis telephone 
costs, however, a record of the out-going calls for the various 
departments can be made, and the cost of the telephone service 
proportioned accordingly. In towns where unlimited flat basis 
is used the departmental distribution may be made on the basis 
of stations. 


Taxes 
The basis for the distribution of the various classes of taxes 
are as follows: 
Personal Property—On basis of Funds Invested in Earning 
Assets 
Income Taxes—Direct to Undivided Profits 
Real Estate Taxes—To Building Account, L—17 
Other Real Estate—To Other Real Estate Income and Ex- 
pense, 1—18 


Subscriptions and Dues 

To this account will be charged subscriptions to magazines 
and dues to associations, the amounts being itemized on the 
ledger sheet for distribution on the monthly statements, which 
distribution will be as follows: 

Dues to credit associations, such as Robert Morris Asso- 
ciates, and subscriptions to credit services such as Dun’s, and 
investment services such as Moody’s will be distributed to 
investment and loaning costs. All other subscriptions such 
as bankers’ magazines and dues such as Chamber of Com- 
merce, local clearing house, etc., will be charged to general 
administrative and from there distributed to departments. 


Donations 


Bank Examinations 
Will be distributed through general administrative. See 
instructions under 1500. 


Rent 


Rent will be distributed on the basis of space occupied 
which of course will differ in every bank, but which can be 
easily obtained, either from the blue prints or by “stepping 
off” if the blue prints are not readily obtainable. 


Depreciation and Repairs—Furniture and Fixtures 
If a record is kept of the furniture and fixtures by depart- 
ments then the depreciation can be spread between depart- 
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ments on the true basis. If no such record is kept then this 
cost can be included among the use and occupancy expenses 
and spread on the same basis as rent. 


Light 

The correct basis for the distribution of light is in accord- 
ance with the wattage. If this is impractical it can be charged 
into use and occupancy and spread on that basis. 


Janitor’s Supplies 
Will be distributed through use and occupancy on the same 
basis as rent, O—21. 


Advertising—News papers and Periodicals 
Advertising—Circulars 


Advertising—N ovelties 


Advertising—S pecial Drives 

Where items specifically apply to some department they 
should be so itemized on the ledgers. These accounts will be 
charged to new business promotion, Series 1700, and will be 


divided between the departments on the cost analysis sheet or 
expense distribution journal. 


Borrowers’ Insurance Premiums 
Losses—Notes 
Losses—Mortgages 


Losses—Bonds 

Accounts of the above nature will be charged to these ac- 
counts and distributed to investment and loaning costs. Each 
charge will be itemized on the ledger sheets and recoveries will 
be credited to the correct account and will likewise be itemized. 


Investment and Loaning Costs 

The investment and loaning costs will be charged to the 
departments in the ratio of the average funds invested in the 
average earning assets as explained in a previous article. This 
is the same ratio in which the income from invested funds— 
“K” Series—will be distributed. For the purpose of this 
distribution, invested capital is credited with the sundry lia- 
bilities and reserves and charged with the fixed and sundry 
assets. 


Cost of Notes 

The cost of notes is part of the investment and loaning 
costs and will be allocated to the departments in the same 
ratio. By dividing the number of notes handled during a 
period into the cost of notes for that period, the average cost 
per note, inclusive of loaning costs, is ascertained. 
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Transit and Clearings 


Proof 

These expenses will be divided between the commercial, 
country banks, savings and other departments in the ratio of 
the number of items handled for each department. 


Analysis Department 

The expenses of the analysis department will be charged 
principally to the commercial and country bank departments, 
but if work is done for other departments, they should, of 
course, be charged therewith. The only way that this can be 
ascertained is by keeping a record of the work done for each 
department. 


General Administrative 

The general administrative expenses will be distributed to 
the departments on the cost analysis sheet or expense dis- 
tribution journal. Administrative salaries will be distributed 
on the basis of personnel. Insurance, postage, telephone and 
telegraph, taxes, subscriptions and dues, as shown under 
their specific classifications. Such items as donations, dues to 
chamber of commerce, and other general expenses of purely 
general character may all be distributed on a determined per- 
centage basis between departments. 


Use and Occupancy 

The various accounts making up use and occupancy were ex- 
plained in the June article. The total will be distributed to 
departments on the basis of space occupied. 


New Business Promotion 

This expense does not go into the operating costs of the 
departments, but nevertheless should be spread between the 
departments on the monthly reports in accordance with the 
amounts expended. The personnel of the advertising depart- 
ment can keep a record of the class of advertising and make 
distribution accordingly. 





‘Field Warehousing 


By W. E. HEGEMAN 
Vice-President, Terminal Warehouse Company, New York 


N the past few years producers and 
manufacturers have found many ob- 
stacles when confronted with the 
necessity of borrowing money. In their 
search for new credit possibilities, much 
attention has been given to what is 
known as field or branch warehousing 
as a means of inventory financing. And 
the results in many cases have been sur- 
prising. Field or branch warehousing is 
a means by which a producer or manu- 
facturer can create collateral from raw 
materials and finished products on hand, 
enabling him to borrow more money 
than ever before and usually on better 
terms because of the greater protection 
afforded the lending banks. This is 
done through the simple device of ar- 
ranging to have a recognized public 
warehouseman take over under bona 
fide lease the premises in which the 
goods are stored, place them under the 
warehouseman’s custodianship, and is- 
sue negotiabie warehcuse receipts. These 
receipts have been found more accept- 
able to bankers than almost any other 
form of negotiable paper. In short, field 
warehousing is simply the extension of 
the process of public warehousing. But 
instead of the merchandise being taken 
to the warehouse, the warehouse, you 
might say, goes to the goods, making 
available the financial services that are 
associated with public warehousing. 
Essentially, the arrangement amounts 
to putting the collateral in the possession 
of the loaning bank, thereby enabling 
the bank, because of the greater security 
thus provided, to be more liberal in mak- 
ing loans. The producer or manufac- 
turer is in no way inconvenienced, be- 
cause on short notice merchandise can 
be withdrawn as it is needed. Ware- 
house receipts issued by a public ware- 
houseman are regulated by law, with 
the obligations clearly defined under the 
Uniform Warehouse Receipts Act. This 
act has been adopted by every state in 
482 


the Union, excepting Georgia, Kentucky, 
New Hampshire and South Carolina. 

Field or branch warehousing has 
the economic advantage of avoiding the 
expensive process of physically trans- 
ferring commodities and, because of its 
soundness, enables the borrower to get 
more cash than he otherwise could, pro- 
vided, of course, that the borrower can 
meet the demands of the bank. 

The Federal Reserve Act provides 
that bankers’ acceptances issued by any 
member bank are eligible for discount 
when secured by a warehouse receipt 
covering readily marketable staples. 

Banks find acceptances based on ware- 
house receipts profitable because they 
form a means of financing with the 
bank’s credit if the bank prefers to use 
its credit instead of its funds. Prime 
bankers’ acceptances are eligible for 
purchase or rediscount with the Federal 
Reserve Bank. 

Until the market crash, field ware- 
housing was confined largely to the can- 
ning industry, but in 1933 the Federal 
Reserve Board revised its regulations as 
to the “eligibility” of paper for redis- 
count and thus enhanced the value of 
loans secured by warehouse receipts; 
and field warehousing began to attract 
greater attention in other lines of in 
dustry. 

Recently one of New York’s largest 
public warehouses began to operate field 
warehouses for producers and manu: 
facturers and the success of the opera: 
tions has created widespread interest 
among producers and manufacturers. 

For the benefit of any producer ot 
manufacturer a book is available which 
covers this subject very thoroughly, giv- 
ing the latest information about how 
field warehousing is operated, the laws 
regulating it, and about the bankers’ 
attitude toward it. The book will be 
sent without charge to any reader who 
desires it. 
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American Foreign Trade 


By CLauprus T. MURCHISON 


Director, Bureau of Foreign and Domestic Commerce, Department of Commerce 


HEN the international trade 

of the world was in the first 

stages of the decline which fol- 
lowed the prosperity of the 1920s, we 
regarded that misfortune as being the 
result of economic conditions uninten- 
tionally arrived at, and we held to the 
belief that the readjustment was only 
temporary and would be followed by 
another upturn of trade activities which 
in all likelihood would reach greater 
heights than the world had previously 
witnessed. But, unfortunately, political 
antagonisms among a number of coun- 
tries and difficult financial relationships 
among certain others, due to excessive 
external borrowing, created a situation 
in which unfavorable conditions of un- 
intended origin were made worse and 
enduring by ill-considered but deliberate 
action. One country after another 
sought to improve its international posi- 
tion by arbitrary curtailment of im- 
ports and artificial stimulation of ex- 
ports. Since the imports of one coun- 
try are necessarily the exports of other 
countries, such action had for its final 
result not only the demolition of prac- 
tically one-half the customary volume of 
world trade, but the virtual crystalliza- 
tion of that trade at its lower levels; so 
that the hope of its restoration to former 
proportions was rendered impossible 
through the operation of normal and 
impersonal economic forces. In con- 
sequence, the world as a whole, having 
by conscious action destroyed much of 
its own trade activity, can undo the 
havoc which it has played only by re- 
course to studied government effort. 
Thus the procedure of recovery is made 
all the more difficult, since the concerted 
action which it requires assumes inter- 
national good-will and _ international 
unity of purpose. 


From an address. 


The foreign trade policy of the United 
States assumes the ultimate realization of 
this good-will and this common purpose. 
Otherwise it is a doctrine of futility to 
be doomed quickly to utter oblivion. 


TENDENCY TOWARD LESSENED 
RESTRICTIONS 


Despite the current manifestations of 
nationalism both at home and abroad 
and the continued use of artificial trade 
restrictions by many foreign countries, 
the evidence is unmistakable that the 
tide is turning, at least in the minds of 
those who are responsible for the 
policies of their respective countries. 
Information now being made available 
to us by our official representatives 
abroad, and confirmed by the observa- 
tions of the most dependable unofficial 
observers, reveals beyond any possibility 
of doubt that the fundamental principles 
underlying American foreign trade 
policy are rapidly regaining the high 
esteem which they formerly enjoyed. 
Impatience with the complicated net- 
work of artificial restrictions and the 
fallacious doctrines associated with them 
is becoming increasingly manifest. Here 
and there important first steps have been 
taken toward their elimination. 

For example, France on October 8 by 
executive decree abolished quota re- 
strictions on some thirty-six items of the 
French tariff schedule. In many places 
there has been substantial progress to- 
ward the relaxation of exchange con- 
trols, one of the most effective devices 
ever conceived for the arbitrary reduc- 
tion or diversion of international com- 
modity movements. Until recently there 
was a considerable body of opinion in 
America, as well as in other countries, 
which favored the imposition of rigid 
trade regulations, merely because other 
countries were resorting to such prac- 


483 





What Will 


Devaluation 
Mean to Youe 


In a series of six articles, THE 

MERICAN INSTITUTE FOR ECONOMIC 
RESEARCH provides solutions for your 
problems incidental to the devaluated 
dollar. The titles are: 


What Will Devaluation 
Mean to You? 


A more detailed explanation of the 
effects of devaluation. 





Adjusting Life Insurance 
Plans to a Smaller Dollar 


Including information regarding the 
different companies which may save 
you more than $50 a year on a 
single $10,000 policy. 

How Protect the Buying 

Power of Present Savings 
Preventing the loss of your hard- 
earned dollars. 

What to Do with 

Future Savings? 
New conditions call for a revision 
of your plans. 

Protection Against a 

Rising Cost of Living 
By wise action you may save 10% 
to 50% on important budget items. 

Devaluation and 

Your Investments 


These articles, in booklet form, 

will be sent to any address in 

the United States, postpaid. 
Total charge, One Dollar. 


A 


Bankers Publishing Company 
465 Main Street 
CAMBRIDGE, MASS. 
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tice. Fortunately, however, the opinion 
which prevailed in this country was that 
we should not direct our own course by 
what other countries were doing, but by 
the results of what other countries were 
doing. These results are now clearly 
visible and have been a matter of record 
for a sufhciently long period to leave 
no doubt as to their implications. 


RESULTS OF RESTRICTIVE POLICIES 


In this connection it is of interest to 
point out the rather sharp contrast be- 
tween the course of American foreign 
trade at the present time and that of 
certain other countries who have pur- 
sued policies of trade regulation through 
such devices as exchange controls, quota 
systems and bilateral treaties. During 
the first seven months of 1935, French 
imports declined 13 per cent., as com- 
pared with the corresponding period of 
1934, and for the same period their ex- 
ports declined 11 per cent. German 
imports during the first seven months 
of 1935 declined 7.7 per cent. as com- 
pared with the corresponding period of 
1934, while at the same time the exports 
in that country declined 3.6 per cent. 
This decline in German exports occurred 
despite the action of that country in 
making available to foreign buyers 
registered marks at bargain prices. We 
have heard much in this country dur- 
ing the past year about the tremendous 
inroads which Germany was making in 
our own foreign markets on account of 
her dual system of currency. The 
answer to these fears is of course pro- 
vided by the figures to which I have 
already referred. 

During the first seven months of 1935 
imports into Italy declined 4.2 per cent. 
as compared with the first seven months 
of last year, and for the same period ex- 
ports of that country declined 7.1 per 
cent. 

These selected instances are typical 
and indicate dependably the conse- 
quences of exchange controls, bilateral 
treaties and quota restrictions. They 
support conclusively what economic 
Icgic would have shown: in advance, 
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that no program of import curtailment 
can be effected without bringing about 
eventually a corresponding decline in 
exports. This would be true for any 
particular country, regardless of what 
others did, but in the present state of 
world affairs it has happened that those 
selfsame weapons which a particular 
country uses for the promotion of its 
own trade, when wielded by another 
country, become very effective destroy- 
ers of that same trade. 


INCREASE IN OUR IMPORTS 


In spite of the adverse action of im- 
portant foreign countries relative to im: 
ports, United States imports in the first 
seven months of 1935 were approxi- 
mately the same in value as in the cor- 
responding period of 1934, and were 47 
per cent. higher in value than in the 
first seven months of 1933. This excel- 
lent showing has been achieved regard- 
less of the very adverse special circum- 
stance of the sharp decline in our cot- 
ton exports—a circumstance for which 
we ourselves were in part responsible, 
but which happily has been definitely 
remedied. The recent lowering of the 
loan value of cotton should be an im- 
portant stimulus to our foreign trade 
during the months that lie ahead. 

Even more reassuring than the ex- 
port situation is the fact that the logical 
consequences of our position as a 
creditor nation are beginning to be 
realized. Imports into the United States 
during the first seven months of 1935 
showed an increase of 21 per cent. above 
the value in the first seven months of 
1934. Even with this large increase, 
however, imports for the period were 
25 million dollars less than our exports 
During the first seven months of 1934 
our imports were less than our exports 
by 207 million dollars. The great dis- 
parity between the two items created 
what appeared to be a continuation of 
the old policy of selling more than we 
could collect for. At that time serious 
doubts were expressed as to the wisdom 
of promoting American export trade 
when the possibility of a return flow ot 
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goods equivalent in amount seemed so 
remote. Happily as regards such fears, 
the present situation is vastly more re- 
assuring and there is every reason to 
hope that it may become permanent. 

We are already a creditor nation to 
the extent of 20 billion dollars; on this 
huge amount we naturally expect pay- 
ment of interest and amortization of 
principal. At the same time, of course, 
we expect payment for current com- 
modity exports. All of these payments 
combined will necessitate an inward flow 
of commodities greater in volume than 
our exports, unless it be our desire to 
continue the accumulation of gold and 
silver and also to resume the extension 
of foreign loans. Leaving the matters 
of gold accumulation and foreign loans 
for future determination, it seems safe 
to say that the nearer we approach a 
settlement of our international balances 
by proper balancing of exports and im- 
ports, the greater will be our prosperity 
and our economic stability. 


RECENT TRADE 


The present attainment of this de- 
sired balancing is only to a slight de- 
gree accounted for by the recently au- 
thorized trade agreements. The trade 
agreements are aimed toward the in- 
crease of the trade volume as a whole, 
and are not expected in themselves to 
effect any important change in the ratio 
of exports and imports, either as re- 
gards our trade with the world as a 
whole or with any particular country. 

The first purpose of the reciprocal 
trade agreements is to induce a larger 
trade through mutual tariff reductions. 
Under current conditions, the lowering 
of tariffs by the United States, inde- 
pendently of the action of other coun- 
tries, might induce a greater volume of 
imports, but there would be on guar’ 
antee of similar action on the part of 
other countries. Our program is one 
which aims to procure for ourselves 
only those benefits which can be shared 
by all nations alike. The new type of 
trade agreement is in the nature of a 
contract in which each country pledges 
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certain concessions to the other, which 
presumably are of the same approxi- 
mate value. The process is a highly 
selective one. With respect to a par- 
ticular country we permit concessions 
only on those commodities of which that 
country is an important supplier and 
which can be assimilated into the Amer- 
ican markets without endangering exist- 
ing industry or the prevailing price 
structure. In return we seek from the 
other country only those concessions 
which will be of genuine value to Am 
ican exporters. 

The result of such an arrangement 
is almost certain to be an enlarged 
volume of trade between the two coun- 
tries. Indirectly, however, the result is 
more far-reaching than that through the 
application of the most-favored-nation 
principle. The concessions which we 
accord in a particular treaty are auto- 
matically extended to other countries 
which do not discriminate against us in 
their trade relations. The other country 
to the contract, in following the same 
principle, assures that any action on its 
own part in bringing about reduction of 
tariffs in any portion of the world will 
redound to the benefit of American ex- 
porters. 

An excellent example of this is af- 
forded by the recent agreement between 
Belgium and Germany, which was 
signed on July 27, 1935. In this treaty 
Germany received certain important 
tariff concessions from Belgium on 
twenty-three items. Under the terms of 
our recent agreement with Belgium this 
action automatically makes available 
these concessions to American export- 
ers. In like manner, every trade agree- 
ment which we make becomes the first 
link in a potential chain of similar agree- 
ments effected among other countries 
binding those countries to the obligation 
of favoring us with every concession 
which they grant to each other. 


The bilateral form of treaty which 
excludes the most-favored-nation prin- 
ciple and which, though still prevalent, 
is apparently coming to the end of its 
popularity, is quite the reverse in its 
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ultimate consequences. Such a treaty 
binds the two contracting countries to 
restrict their preferences to each other. 
It is discriminatory in character and in- 
evitably produces retaliatory 


action, 
tending to divide the nations 


of the 


world into small self-contained and mu- 
tually antagonistic groups. 


A country which is a party to a num- 
ber of such treaties is under the neces- 
sity of having for each other —o 
a different scale of tariff rates which, i 
addition to their discriminatory pre ay 
also occasion great administrative difh- 
culties in the appraisal and collection of 
customs duties. Moreover, such a type 
of agreement automatically deprives 
citizens of a country from having ac- 
cess to all portions of the world market 
on the same terms; in consequence 
therefore, forcing them arbitrarily to 
follow channels of trade which under 
other conditions would be regarded 
undesirable and uneconomic. To im- 
pose such restrictions upon any con- 
siderable portion of world trade has the 
effect in certain areas of producing 
higher prices and greater scarcity of the 
commodities which the people desire, 
while in other areas occasioning sur- 
pluses and price demoralization. The 
final result is a shrinkage of consump- 
tion, a general falling off in production 
and world-wide aggravation of the prob- 
lem of unemployment. 


In our reciprocal trade treaties we 
not only strive for a larger interchange 
of ccmmodities through a reduction of 
tariff costs, but in addition attempt to 
arrive at understandings with the other 
contracting countries which will facili- 
tate a more equitable application of ex- 
change controls and quota systems. 
Always the central thought in such un- 
derstandings is nondiscrimination and 
the avoidance of favored treatment, even 
in what appears at the moment to be 
in our own interest. 

So far the negotiation of such 
treaties has been completed with six 
countries—Cuba, Belgium, Haiti, Brazil, 
Sweden and Colombia. The Brazilian 
treaty still awaits the ratification of the 
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legislature of that country; of the others, 
only two, the one with Cuba and the 
one with Belgium, have been in effect 
for a sufficiently long period to appraise 
the results. The Belgian treaty went 
into effect May 1, 1935, and shortly 
thereafter that country resorted to a 
devaluation of its currency which has, 
of course, obscured the treaty opera- 
tions. Ordinarily the effect of such de- 
valuation would have been to impair 
seriously our export trade to Belgium; 
happily this expected result has not ma- 
terialized and in my opinion no small 
part of the explanation lies in the Bel- 
gian tariff reductions. 

With respect to Cuba, the treaty has 
been in effect since September 3, 1934. 
1 have gathered on the trade results 
preliminary data not yet completely 
checked, which cover the first eleven 
months. Although they may be sub- 


ject to some correction, the margin of 


error will not be substantial. They 
show that our exports to Cuba in this 
period reached the high level of $51,- 
470,000, a gain of 60 per cent. over the 
comparable pre-agreement period. So 
significant are the increases in particular 
commodities, they should be given in- 
dividual mention. 

Hog lard exports increased from 15,’ 
000,000 to 29,795,000 pounds; our ex- 
ports of rice to Cuba increased from 
3379 to 329,864 bags; wheat flour ex- 
ports increased from 154 million pounds 
to 173 million pounds, a gain of nearly 
12 per cent.; American potatoes sold to 
Cuba increased from approximately 8 
million pounds to nearly 30 million 
pounds, an increase of 274 per cent.; 
even onions shared in the upswing, in- 
reasing from 6,717,000 pounds to 10,- 
00,000 pounds. For these benefits 
American agriculture should be truly 
grateful. 

As regards cigarettes, the increase in 
our exports to Cuba has been truly 
phenomenal, amounting to 20,336,000 
cigarettes as compared with 279,000 be- 
fore the agreement. The retail price of 
nationally advertised cigarettes in Cuba 
has been lowered from about 75 cents 
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These debentures are eligible up to 
six months’ maturity for purchase 
by the Federal Reserve Banks. 
They are acceptable as collateral 
security for fifteen day loans by 
member banks of the Federal 
Reserve System. 


TTT LUEE ELEC 


Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 

They are eligible as security for all 
fiduciary, trust, and public funds 
held under the authority or control 
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These debentures have been ap- 
proved as security for deposits of 
postal savings funds. 


sz Further information and circulars can 
be obtained through your dealer or 


CHARLES R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 
31 Nassau Street New York City 
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to about 25 cents per package. For 
the 50 per cent. reduction in the Cuban 
duty on American automobiles, the im- 
ports of passenger cars increased to a 
total of 2524, representing a gain of 
287 per cent.; trucks increased in 
volume by 112 per cent.; American 
tractors going into Cuba increased by 
128 per cent. Imports of radios from 
the United States totaled 25,800 units, 
a gain of 141 per cent. Canvas rubber- 
soled footwear increased from 7500 
pairs to 128,000 pairs; imports of leather 
shoes have also showed a substantial in- 
crease. The tonnage of American steel 
products sold to Cuba increased by ap- 
proximately 68 per cent. Lumber sales 
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increased in terms of board feet about 
35 per cent. 

Cuba, of course, has benefited cor- 
respondingly in her sales to us, the very 
large increases consisting chiefly of 
products which are non-competitive in 
the United States or produced in in- 
adequate volume. 

The treaty has been of great benefit 
to both nations and is typical of the 
good results which may be expected from 
an extension of our reciprocal trade 
agreement program. It is a program 
which promises maximum results of the 
type which are to our own best interest. 
At the same time, without taking from 
other countries by discriminatory and 
restrictive devices a trade which they 
already have, our own action aims to 
enlarge their trade, and in that man- 
ner consolidate and establish the advan- 
tages which we ourselves realize. 


—O— 
SHOULD BUSINESS MEN LOAF? 


One of the most successful of interna- 
tional business men seldom fails to sleep 
for at least half an hour after lunch. 
Others meet friends who are in different 
lines of work and spend two hours at 
the luncheon table, talking about travel, 
art, literature, politics, fishing, hunting, 
public service—whatever interests them. 
But they avoid talking about their own 
businesses. The man who is so busy 
that he has his lunch brought to his 
desk merely amuses them. They feel 
sorry for him. Usually such a man is 
simply a bad manager. He has not be- 
come a master of his time—‘“Net Re- 
sults,” published by H. A. Hopf and 
Company, New York. 


BANKING HONESTY 


Pat, who had just opened his first 
banking account, began to pay all his 
debts by check. 

One day the bank sent him his pass- 
book and a parcel of canceled checks. 


Pat couldn’t understand the passbook, 
but he fingered the checks fondly and 
showed them to his friend. 

“Mike,” he said, “sure, and it’s a 
smart bank I’m doing business with 
now. 

“How’s that?” asked Mike. 

“Why,” said the other proudly, “I've 
paid all my bills by check, and, bejabers, 
the bank has been slick enough to get 
all of them back for me.”—The Kable- 
gram. 


SAFEGUARDING THE BANK’S 
CASH 


THE recommendation of this associa- 
tion is that a bank have one main safe 
with regular night timelock attached, in 
which safe 85 per cent. of the bank’s 
cash, and all of its negotiable bonds (if 
it holds any such at all in the bank) are 
kept, this safe to be opened only once 
in twenty-four hours, as late as possible 
after the bank closes each afternoon; 
then a burglar proof delayed-timer safe 
with currency slot, in which to keep the 
counter cash overnight and for use in 
the daytime to keep counter cash at a 
minimum and to enable the bank to 
safeguard excess and unexpected cash 
that comes in during the day.— 
Nebraska Bankers Association Record. 


ROYAL MAXIMS 


On the walls of King George’s study in 
Buckingham Palace, London, hang these 
maxims: 

Teach me to be obedient to the rules 
of the game. 

Teach me to distinguish between 
sentiment and sentimentality, admiring 
the one and despising the other. 

Teach me neither to proffer nor to 
receive cheap and undeserved praise. 

If I am called upon to suffer, let me 
be like a wellbred beast that goes away 
to suffer in silence. 

Teach me to win if I may; if I may 
not win, then above all teach me to be 


a good loser.—The Chase. 
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All Aboard for New Orleans 


The Stage Is Now Being Set for the Sixty-First Annual Meeting 
of the American Bankers Association 


are now making their plans and 
arranging their schedules so as to 
be on hand when the curtain rises in 
New Orleans on Armistice Day for the 
sixty-first annual meeting of their na- 
tional association. Not only will they 


Bez 2" throughout the country 


be privileged to visit one of America’s 
most unique and fascinating cities but 
they will also find prepared for their 
enlightenment one of the most interest- 
ing programs of any recent convention. 


NEW ORLEANS 

No other city in America is quite like 
New Orleans. 

With almost mystic reverence the 
people have preserved unchanged the an- 
cient charm of the old section of the city 
—the Vieux Carre—with its European 
setting, and its shadows of Andrew 
Jackson, Lafayette, the Casket Girls, 


Napoleon, the Pirate Lafitte, the heroes 
of Lafcadio Hearn, George W. Cable, 
Grace King and O Henry. 

And yet just step across the glittering 
expanse of Canal street, and you see 
modern temples of commerce represent- 
ing the new New Orleans—and you're 
in the hum of activity and the roar of 
trafhc fully fitting the South’s greatest 
city. 

It is really remarkable how much 
there is to see and do in and around 
New Orleans at any time. Here, for 
example, are some spots of unusual in- 
terest in the Vieux Carre: 

Jackson square, originally known as 
the Place d’Arms—it was within and 
around the old tall iron pickets that 
enclose the square that most of the in- 
cidents recorded in the early history of 
New Orleans took place. The gay social 
life of the city of old centered here. 

The St. Louis Cathedral—built in 


The Place d'Armes—the Heart of old New Orleans 
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R. S. Hecut 
Chairman of the board of the Hibernia National Bank, New 


Orleans, La., and _ president 


of the American Bankers 


Association 


1794 on the site of Louisiana's first 
church. In the crypt of the old church 
are the tombs of many men of history. 
The cathedral is still in use. 

The Cabildo—where the transfer of 
Louisiana from Spain to France and 
from France to the United States took 
place. 

The Pontalba Buildings—America’s 
first apartments. 

French Market—interesting because 
of the exotic life that teems through, in 
and around it. It was built in 1792. 

Archbishopric—the oldest building in 
the Mississippi Valley, erected in 1727. 

In the Vieux Carre, numerous other 
relics of old remain to tell their colorful 
stories of early New Orleans. Among 
these are the Napoleon House created 
as a refuge for Napoleon in preparation 


for his expected escape from St. Helena, 
which was frustrated by his death. 
Cafe des Refuges, the rendezvous of the 
pirates and buccaneers of the period; 
the Absinthe House, where many of 
the most famous drinks were first made; 
and the Haunted House, mentioned in 
the novels of George Washington Cable. 

As the gateway for the rich Mississippi 
Valley, New Orleans has extensive port 
facilities for world, coastwise and inland 
waterway commerce. Visitors find es 
pecial interest in the cotton warehouse, 
the banana and coffee wharves, the huge 
grain elevator, and the $19,500,000 
inner-harbor navigation canal that con- 
nects the Mississippi River and Lake 
Pontchartrain. 

Audubon and City Parks are beauty 
spots. They impress because of their 
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sparkling lakes, their perennial flower 
beds, their moss-hung live oaks hundred 
of years old, their avenues of tropical 
palms, and their enticing golf links open 
the year ‘round. 

Just below the city is Chalmette, 
where the Battle of New Orleans was 
fought during the War of 1812. Just 
above the city is the Bonnet Carre Spill- 
way, New Orleans’ flood guardian. 
More water than passes over Niagara 
Falls can be taken from the Mississippi 
River at flood stages by the spillway. 
Just above New Orleans, too, is the new 
Mississippi River bridge, now approach- 
ing completion at a cost of $13,000,000. 
On Lake Pontchartrain, which offers 
salt-water bathing, boating and fishing, 
is the $5,000,000 airport. Aviation au- 
thorities say that this amphibious airport 
is one of the very finest in the world. 

Points of historic and general interest 
also surround New Orleans. The visitor 
can make the two-hour trip to Buras, 
center of the citrus fruit industry of 
this section. Or he can go into the 
cavern of spreading trees in Barataria, 


the old haunts of the Lafitte pirates, or 
the land of Evangeline, and see it just 
as it was pictured by the pen of Long- 
fellow, or the wonderland of salt and 
sulphur mines in Iberia and Plaquemine 
parishes. 

In and around New Orleans the 
visitor can see the ruins of more than 
twenty old forts; behind mellow old 
manor houses on the sugar plantations 
he can hear the darkies singing, or enjoy 
many other unvarnished phases of the 
typical life of the South. 

All these attractions and many more, 
plus such good old Creole dishes as 
gumbo, crawfish bisque, boullabaise, and 
pompano en papillotte, together with 
the finest wines, or a Ramos gin fizz, or 
a Sazerac cocktail—these will be your 
reward for going to New Orleans. 

THE CONVENTION PROGRAM 

The program of the convention which 
was recently announced is one of un 
usual interest. Senator Carter Glass of 
Virginia, who played a major part in 
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View of the Vieux Carre 


formulating the Banking Act of 1935, 


will be the first speaker at the opening 
general session, November 12, following 
the annual address of President R. S. 


Hecht, chairman of board, Hibernia 
National Bank, New Orleans. Senator 
Glass will speak on the topic “Banking 
Legislation.” 

The convention, whose general and 
divisional meetings will run from No- 
vember 11 to 14, will give the attend- 
ing bankers an opportunity to discuss 
thorcughly the new legislation and the 
results following from it. 

The other general session speakers 
will be Leo T. Crowley, chairman, Fed- 
deral Deposit Insurance Corporation, 
and Major L. L. B. Angas on the first 
day; J. F. T. O'Connor, Comptroller of 
the Currency; Lewis H. Brown, presi- 
dent, Johns-Manville Corporation, New 
York City, and Jesse H. Jones, chair- 
man, Reconstruction Finance Corpora- 
tion, on the second day; and Harper 
Sibley, president, Chamber of Com- 
merce of United States, and Marriner 
S. Eccles, Governor, Federal Reserve 
Board, on the third day. 


“The sixty-first annual convention of 
the American Bankers Association to be 
held in New Orleans November 11-14, 
will give our members the opportunity 
to discuss thoroughly the far-reaching 
changes brought to banking operations 
by the Banking Act of 1935 and the 
many new rules and regulations affect- 
ing banking practice to be formulated 
pursuant to it,” Mr. Hecht stated in a 
recent announcement. “Complete re- 
ports will be rendered and frank dis- 
cussions will be had on all phases of 
the new banking picture which we are 
now facing. 

“The convention will be addressed by 
outstanding financial, business and legis- 
lative leaders. All of them will bring 
to our members authoritative and chal- 
lenging messages concerning industry, 
taxation, economic conditions and Fed- 
eral legislation which will be of specific 
interest to every banker in America. 

“The association is the accepted or- 
ganized voice of the banking profession. 
The annual convention is the national 
clinic where major functions are ex: 
amined and analyzed, where our re- 
lationships with the business and eco- 
nomic community are frankly considered, 
and where successful executives from 
other walks of life are invited to tell us 
very candidly just what they think of 
us. This year’s convention probably 
will be as important and far-reaching 
as any of the sixty that have preceded 
it, and J have earnestly urged every as- 
sociation member who possibly can do 
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so to make arrangements to attend.” 
The convention headquarters at New 
Orleans will be the Roosevelt Hotel. 
Advance registrations indicate that sev- 
eral thousand bankers will attend the 
meetings and a number of special trains 
from various sections have been or- 
ganized. The detailed program of the 
general sessions, which will be held at 
the Orpheum Theater, is as follows: 
Tuesday, November 12, 1935. 9:45 
a. m., music. 10 a. m., call to order, 
President Hecht. Invocation. Address 
of President Hecht. Report, Official 
Acts and Proceedings of Executive Coun- 
cil. Appointment of Resolutions Com- 
mittee. Address, “Banking Legislation,” 
Carter Glass, United States Senator 
from Virginia. Address, “The Banks 
and FDIC; Some of Their Mutual In- 
terests,’ Leo T. Crowley, chairman, 
Federal Deposit Insurance Corporation. 
Address, “Crucial Economic Problems,” 
Major L. L. B. Angas. Communications. 
Announcements. 
Wednesday, 
9:45 a. m., 


November 13, 1935. 
music. 10 a. m., call to 


order, President Hecht. Invocation. 
Address, J. F. T. O’Connor, Comptroller 
of the Currency. Address, “Business, 
Industry and Taxation,” Lewis H. 
Brown, president, Johns-Manville Cor- 
poration, New York City. Address, 
“Railroads,” Jesse H. Jones, chairman, 
Reconstruction Finance Corporation. 
Report of Nominating Committee and 
election of officers. Communications. 
Announcements. 

Thursday, November 14, 1935. 9:45 
a. m., music. 10 a. m., call to order, 
President Hecht. Invocation. Address, 
“A Business Viewpoint on the Course 
of Federal Legislation,” Harper Sibley, 
president, Chamber of Commerce of 
U. S. A. Address, Marriner S. Eccles, 
Governor, Federal Reserve Board. Re- 
port of Resolutions Committee. Unfin- 
ished business. Communications. New 
business. Installation of officers. An’ 
nouncements. Adjournment. 


DIVISION AND SECTION MEETINGS 


Discussions of the effects of new Gov- 
ernment laws and policies on various 
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classes of banking institutions will play 
a prominent part in the division and 
section meetings. A series of special 
meetings under the title of a Construc- 
tive Customer Relations Clinic in which 
a number of present-day bank operat- 
ing problems will be taken up will also 
be a feature of the convention. 

The first of the division meetings will 
be that of the Savings Division at the 
Roosevelt Hotel, Monday, November 11, 
at 9:30 a. m. The detailed program 
is as follows: Call to order, President 
T. J. Caldwell, vice-president, Union 
National Bank, Houston, Tex. Address 
of the president. “Co-operation of 
Banks in Mortgage Lending,” Philip A. 
Benson, president, Dime Savings Bank 
of Brooklyn, Brooklyn, N. Y.. Address, 
Dr. A. H. Giannini, chairman of the 
executive committee, Bank of America 
National Trust and Savings Association, 
Los Angeles, Calif. Constructive Cus- 
tomer Relations Clinic—“Cultivating 
Savings Customers,” W. Espey Albig, 
deputy manager, American Bankers As- 
sociation, New York, N. Y. “Institute 
Chapters and Constructive Customer 
Relations,” S. H. Fifield, assistant vice- 
president, Barnett National Bank, Jack- 
sonville, Fla. Discussion. New busi- 
Committee reports. Election and 
installation of officers. 


The program of the State Bank Di- 
vision meeting to be held at the Roose- 
velt Hotel, Monday, November 11 at 
2 p. m., is as follows: Call to order, 
President James C. Bolton, vice-presi- 
dent, Rapides Bank and Trust Com- 
pany, Alexandria, La. Address of the 
president. Appointment of committees. 
“Management and the New Supervi- 
sion,’ Herman B. Wells, secretary, 
Commission for Financial Institutions, 
State of Indiana, Indianapolis, Ind. ““In- 
vestment Problems of Banks,” J. Harvie 
Wilkinson, Jr., vice-president, State- 
Planters Bank and Trust Company, 
Richmond, Va. Forum discussion. Un- 
finished business. New business. Re- 
ports of committees. Election and in- 
stallation of officers. 


The program of the National Bank 


ness. 
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Division meeting to be held at the 
Roosevelt Hotel, Tuesday, November 
12, at 2 p. m, is as follows: Call to 
order, President C. J. Lord, vice-presi- 
dent, National Bank of Commerce of 
Seattle, manager, Capital Branch, 
Olympia, Wash. Address of the presi- 
dent. Appointment of committees. 
“Government Lending Agencies and 
Their Relationship to Commercial 
Banks,” Wood Netherland, vice-presi- 
dent, MercantileCommerce Bank and 
Trust Company, St. Louis, Mo. “Re- 
cent Amendments to Statutes and Regu- 
lations Affecting National Banks,” Har- 
old V. Amberg, vice-president and gen- 
eral counsel, First National Bank, Chi- 
cago, Ill. Forum discussion. Unfin- 
ished business. Reports of committees. 
Election and installation of officers. 
The program of the State Secretaries 
Section meeting to be held at the Roose- 
velt Hotel, Tuesday, November 12, at 
2 p. m., is as follows: Call to order, 
President George A. Starring, executive 
manager, South Dakota Bankers Asso- 
ciation, Huron, S. D. Annual report 
of the president. Election and installa- 
tion of officers. Standing committee re- 
ports by chairmen: Banking Education, 
Theodore P. Cramer, Jr.; Bank Man- 
agement, H. B. Crandall; Insurance and 
Protection, William Duncan, Jr.; Legis 
lation, Ray O. Brundage; Public Edu- 
cation, David M. Auch. Round table 
on Effective Methods of Dealing with 
Legislatures: “Preparing the Data,” 
Theodore P. Cramer, Jr.; “Contact with 
Legislators,” Eugene P. Gum. Forum 
discussion, led by George A. Starring. 
Constructive Customer Relations Clinic: 
“State Association Clinics,” Martin A. 
Graettinger, executive vice-president, 
Illinois Bankers Association, Chicago, 
Ill. “Developing Conference Leaders 
Through State Educational Institutions,” 
under direction of conference leader. 


The program of the Trust Division 
meeting to be held at the Roosevelt 
Hotel, Wednesday, November 13, at 


2 p. m., is as follows: Call to order, 


President Leon M. Little, vice-president, 
New England Trust Company, Boston, 
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Mass. Address of the president. 
tee Ethics,” Stoughton Bell of the Bos- 


*“Trus- 


ton (Mass.) Bar. “Federal Legislation 
as It Affects Trusts,” Ronald Ransom, 
chairman, Committee on Federal Legis- 
lation, American Bankers Association 
and executive vice-president, Fulton 
National Bank, Atlanta, Ga. Unfin- 
ished business. New business. Reports 
of committees. Election and _installa- 
tion of officers. 

In addition to the two Constructive 
Customer Relations Clinic meetings 
scheduled in connection with the Sav- 
ings division meeting and the State Sec- 
retaries Section meeting there will also 
be a general meeting in this series Mon- 
day, November 11, at the Roosevelt 
Hotel at 7:30 in the evening. The pro- 
gram for this meeting is as follows: 
“The Customer—A Key to Public Re- 
lations,” Robert M. Hanes, president, 
Wachovia Bank and Trust Company, 
Winston-Salem, N. C. “The Amer- 
ican Bankers Association and Construc- 
tive Customer Relations,” R. S. Hecht, 
president, American Bankers Association 


and chairman of the board, Hibernia Na 
tional Bank, New Orleans, La. “Cus- 
tomer Contacts,” a vocafilm presenta- 
tion; “A Bank Conference in Action,” 
Fred W. Ellsworth, vice-president, Hi- 
bernia National Bank, New Orleans, 
La., assisted by twenty-five members of 
the staff. 


HISTORY REPEATS 


‘I ADMONISH every industrious laborer 
in this country to be on guard against 
those who would perpetrate against 
them a double fraud: a fraud to cheat 
them out of their earnings by first cheat- 
ing them out of their understanding. 
The very man above all others who has 
the deepest interest in sound currency, 
and who suffers most by mischievous 
legislation, is the man who earns his 
daily bread by his daily toil. A vast 
majority of us live by industry. The 
Constitution was made to protect this 
industry, to give it both encouragement 
and security; but, above all, security.” 
—Daniel Webster, January 31, 1834. 
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Accounts and Finance, New York University; 


Author of 
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ROBABLY there is no question of greater interest today 
Pm: the extent of the powers of Congress under the Constitu- 
tion. Recent Congressional legislation has shown a marked 
tendency toward Federal centralization. Discussion abounds 
that much of this legislation transcends the constitutional limits of 


the authority of Congress. 


What are the powers of Congress in connection with currency, bank- 
ing and security distribution? What powers are known to exist on 
the basis of decided cases, and what powers probably would be 
sustained by the Supreme Court in the light of the decided cases? 


In this pamphlet the writer has summarized briefly the established 
powers and estimated the more important probable powers of Con- 


gress over currency, banking and security distribution. 


Price $7 delivered 
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INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


The course of banking evolution since the War has witnessed a gradual but steady in- 
crease in institutional holdings of long-term assets. This trend, the result of large-scale 
corporate development and a sustained growth of time deposits, has accentuated the im- 
portance of portfolio management. Today, the investment problem requires constant care 
and vigilance on the part of the individual banker. Adequate treatment of investments by 
financial journals, from both analytical and functional standpoints, shas generally been neg- 
lected. It is the intention of the Investment and Finance Department to deal with the 
practical as well as theoretical aspects of this phase of banking. General discussions relating 
to the status of bonds in the banking system, as well as specific comments, jshould prove of 


interest. 


The department is in its formative stage and subscribers’ opinions on topics to 


receive attention will be of great assistance —EDITOR. 


The St. Louis-San Francisco Railway Co. 
A Survey by Oscar Lasdon 


NE of the first large railroad sys- 

tems to succumb to the forces 

of the depression, the finances 
of the St. Louis-San Francisco Railway 
are as troubled today as at the time of 
receivership. The protracted decline in 
earnings of this large southwestern car- 
rier has precipitated numerous inquiries 
as to the outlook for the system and its 
securities. A brief review of the nature 
of the “Frisco’s difficulties is here at- 
tempted, in the hope that such a survey 
may help clarify the problems confront 
ing the road. 

Operating over 5890 miles of road, 
the "Frisco covers six major trafic routes. 
The system is composed of two main 
divisions; the first is the original St. 
Louis-San Francisco line extending from 
St. Louis southwest through Tulsa and 
Oklahoma City. The second is the line 
of the Kansas City, Fort Scott & Mem- 
phis Railway and intersects the first at 
Svringfield, Missouri. The company’s 
lines furnish the shortest connections 
between most of the important centers 
served. 


TRAFFIC 


Trafic sources are numerous, Okla- 
homa and Kansas furnishing refined pe- 
troleum products, bituminous coal and 
steel being shipped from the Birming: 
ham area, while grain is transported 


from north Texas, Oklahoma and east- 
ern Kansas. In addition, lumber ship- 
ments are made from Arkansas, Missouri 
and Florida, while considerable packing 
house trafic is experienced around 
Kansas City and Fort Worth. Other 
shipments of importance originate at the 
glass works of Oklahoma and Missouri 
and the lead and zinc mines in the south- 
western section of the latter state. It 


Blackstone Studios, N.Y.C. 


Oscar Laspon 
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should be observed that over a period 
of years, the "Frisco has originated about 
70 per cent. of its own trafhc. 

From the standpoint of composition, 
the “manufactured and miscellaneous” 
group is the most important freight com- 





The information on which this 


article is based came directly from 


Finance Cor- 
poration and the Interstate Com- 


merce Commission. 


the Reconstruction 





modity class, accounting for about 39 
per cent. of the road’s total operating 
revenue. As far as individual sources 
of freight revenue are concerned, the 
most prominent are shown in Table I. 


TABLE I 
Per cent. of all 
Freight Revenues 
in 1934 
19.07 
5.87 
na 
5.67 
3.73 


Petroleum and refined products 
Forest products 

Wheat, corn and flour 
Bituminous coal 

Cotton and products 

Livestock and packing house 

products 7.53 

The nature of the ‘Frisco’s traffic 
problems perhaps may be better under- 
stood after a short interpretation of the 
table submitted. 

It is well recognized that the eco- 
nomic future of the system is closely 
tied up with prospects of the mid-con- 
tinent oil field. While crude oil ship- 
ments have never been of great impor- 
tance, refined products of petroleum 
have constituted the road’s largest single 
source of revenue; the prosperity of the 
system is to a large degree dependent 
on the volume of such shipments ema- 
nating from the oil area. Also, it must 
be realized that traffic inbound to Tulsa, 
Oklahoma City and other centers is 
greatly affected by conditions prevailing 
in the petroleum industry. 

Pipe-line competition furnishes the 
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most serious threat to the welfare of 
the system. For example, in 1929 con- 
struction of a line from the oil district 
to Kansas City was completed. It was 
estimated that this line, with a capacity 
equivalent to about 250 cars daily, was 
responsible for diverting about 18 per 
cent. of the traffic of the refineries af- 
fected. The current decrease in the 
volume of oil shipments also reflects 
proration of production now in effect. 

Trucking competition has also ac- 
counted for some of the decline in the 
‘Frisco’s revenues. Among other items, 
it has affected shipments of cotton, live- 
stock and coal. Cotton, of course, has 
also been affected by the reduced ex- 
port demand, due in part to the present 
cotton program. The future of wheat 
shipments is uncertain, drought condi- 
tions and the AAA program being 
somewhat responsible for this. Coal 
tonnage has held up relatively well in 
the face of replacement by oil and gas 
in the territory served, while the de- 
clining trend of lumber traffic is un- 
favorable. Decreasing lumber shipments 
are due in part to the exhaustion of 
forests in the ‘Frisco’s timber territory 
and also to the replacement of lumber 
by other materials. 


Readers of this article who wish 
to be put in touch with the original 
sources from which this survey was 
prepared may obtain further in- 
formation by writing to THE 
BANKERS MAGAZINE at 185 Mad- 
ison Avenue, New York. 





Besides the unfavorable trend in in- 
dividual freight items, figures indicate 
that the “Frisco has been losing business 
at a faster rate than other carriers in 
the territory served. A comparison 
shows that the competitive position of 
the system has been weakening. See 
Table II. 
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TABLE II 
*Frisco’s Proportion of Total Freight 
Revenues Received by 
Frisco, Mop All South- 

and Katy western Roads 

Per Cent. Per Cent. 
1924 S22 16.0 
1928 30.6 13.3 
1934 29.6 16.6 


In the case of passenger revenues, 
however, the ‘Frisco’s performance has 
been definitely unfavorable. While reve- 
nues of all Class 1 carriers have de- 
clined precipitately since 1921, this sys- 
tem’s receipts have decreased at a more 
rapid rate. In 1934 passenger receipts 
amounted to but 6 per cent. of total 
revenues. Since 1929, of course, the de- 
clining trend has been accentuated by 
the depression. See Table III. 

The causes of this unsatisfactory 
showing are readily apparent. Unfor- 
tunately, the “Frisco does not serve any 
of the great passenger traffic channels 
and has no place in transcontinental 
service. It is largely dependent on local 
traffic and this circumstance renders the 
system highly vulnerable to automobile 
competition. This condition is more in- 


tense in the less congested areas west of 
the Mississippi than generally through- 


out the country. A minor factor op: 
erating to the detriment of the road has 
been the growth of airplane travel. In 
the territory served, this mode of trans- 
port is greatly favored. 

In 1934, total passenger receipts 
amounted to $2,497,880. Expenses re- 
lated solely to passenger and allied serv- 
ices totaled $4,969,890 while out of ex- 
penditures related in common to this 
division and freight, the amount appor- 
tioned to the former was $3,134,383. 
Of this total cost, passenger revenues 
were but 30.8 per cent. 

Other income in the past was de- 
rived chiefly from dividend distributions 





Oscar Lasdon, member of the 
New York Stock Exchange and 
partner in the firm of Gutenstein & 
Lasdon, is particularly well equipped 
to edit the Investment and Finance 
department of THE BANKERS MAc- 
ZINE. 

A bond specialist, Mr. Lasdon’s 
activities qualify him to discuss the 
trends in investment obligations 
from a practical viewpoint. In ad- 
dition, extensive research work in 
the field of bank investments has 
given him a keen insight into in- 
stitutional investment problems. 

Many readers of this magazine 
are familiar with previous articles 
by Mr. Lasdon, who has also con- 
tributed articles to other publica- 
tions of national importance. 


on common stock holdings of the 
Chicago, Rock Island & Pacific Ry. Co., 
and from royalties on oil leases. Today, 
the Rock Island shares are of little prac- 
tical value while increased production 


TABLE III 


‘Frisco 


Class 1 Roads 


Per Cent. 
Decrease 
Since 1921 


Per Cent. 
Decrease 
Since 1921 


Annual Passenger 
Revenues 
$21,361,570 an 
11,731,415 45 
2,497,880 88 


Annual Passenger 
Revenues 
$1,154,000,000 ee 
902,000,000 23 
346,000,000 70 
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and higher prices for crude petroleum 
are necessary for larger returns on the 
‘Frisco’s oil venture. 

However, despite these unfavorable 
factors, in normal times the “Frisco 
should enjoy an earning power sufficient 
to carry a moderate capitalization. In 
the past, through effective utilization of 
its property, the system has shown defi- 
nite ability to convert gross revenues 
into net railway operating income. A 
comparison with three of the strongest 
roads in the country supports this con- 
tention. See Table IV. 


TABLE IV 


Per Cent. of Gross Revenues 

Carried Through to Net 
Railway Operating Income 

1923-26 1927-30 1931-34 
23.1 23.8 9.7 
22.0 22.4 13.9 
17.1 20.0 16.1 
19.6 19.8 15.9 


‘Frisco 
Atchison 
Burlington 
Union Pacific 


The unfavorable showing during the 
depression years is easily explained. It 


has been pointed out that the ‘Frisco, 
already operating very cautiously, could 
not economize much further; on the 
other hand, the financially strong car- 
riers had many opportunities for cut- 
ting out unnecessary expenditures. Also, 
the ‘Frisco had a comparatively lighter 
trafic density than the other carriers. 
Thus, train service apparently reached 
an irreducible minimum much sooner 
and this factor militated against further 
reductions in operating expenses. 

On a seasonal basis, net railway op- 
erating income averages about 22 per 
cent. for both the first and second quar- 
ters, and 29 per cent. and 27 per cent. 
for the third and final periods respec- 
tively. 

The manifest weakness of the "Frisco 
has been its heavy overcapitalization. 
This fact has been commented upon, on 
numerous occasions, by the Interstate 
Commerce Commission. The valuation 
of the properties of the carrier, as de- 
termined by the Commission, has been 
placed far below its actual capitaliza- 
tion. No organization can long survive 
if overburdened with securities; es- 


501 


pecially if, as in this case, the propor- 
tion of funded debt to stock is excessive. 
The capital structure of the road is 
clearly top-heavy, only about 28 per 
cent. being represented by stock issues. 
The present plight of the system may 
be attributed in large measure to these 
factors. This overcapitalized condition 


is confirmed by Tables V and VI. 


TABLE V 
Per Cent. of Gross Income Ab- 
sorbed by Fixed Charges 
1923-26 1927-30 1931-34 
69.6 272.3 
19.3 55.3 
29.1 60.2 
cS | 40.5 


‘Frisco 
Atchison 
Burlington 
Union Pacific 


NN A 
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TABLE VI 
Per Cent. of Gross Revenues 
to Funded Debt 
1927-30 1931-34 
29.0 15.9 
& 70.6 39.8 
Burlington 87.8 84.4 45.4 
Union Pacific 49.2 F325 35.6 
Note—The Union Pacific's poor showing 
is more apparent than real. This arises out 
of the fact that a large portion of its earn- 
ings accrue from Other Income, which item 
is not included in Gross Revenues. 


1923-26 
30.7 
78.3 


’Frisco 
Atchison 


DEBT STRUCTURE 


Outside of $15,321,000 of equipment 
trust certificates and a total of $13,- 
933,000 R.F.C., R.C.C. and bank 
loans, the outstanding debt of the sys- 
tem and the relative position of the 
various issues may best be determined 
by the following classification. The se- 
curities are listed in order of mortgage 
priority. All are in default. 

$3,323,390 Kansas City, Memphis & 
Birmingham Gen. Mtge. 4s, 1934. 

$3,182,780 Kansas City, Memphis & 
Birmingham Income 5s, 1934. 

$25,835,000 Kansas City, Ft. Scott & 
Memphis Ref. 4s, 1936. 

$117.448.597 St. Louis-San Francisco 
Prior Lien 4s and 5s, 1950. 

$118,305,000 St. Louis-San Francisco 
Consol. 4's, 1978, 6s, 1936. 

Additional amounts of the above ob- 
ligations are pledged behind certain of 
the issues. For example, excluding 








ee 
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bonds held to secure short-term loans, 
there are $399,500 of the “Birming- 
ham” Income 5s, 1934 deposited behind 
the Ft. Scott mortgage; the Consolidated 
mortgage bonds, the only issue without 
a specific first lien, is secured by the 
pledge of $54,750,650 Prior Lien ob- 
ligations and $21,678,000 Ft. Scott 4s, 
1936. The natural result of this process 
has been to create an inter-relationship 
among the various issues. However, by 
reducing each mortgage to possession of 
the pledged collateral, the debt picture 
is somewhat clarified. Under such a 
formula, funded debt consists of $6,- 
906,170 Birmingham General and In- 
come mortgage bonds, $47,513,000 Ft. 
Scott 4s, 1936 and $183,199,297 of the 
Prior Lien obligations. It may be ob- 
served that the par value of the col 
lateral pledged behind the Consolidated 
mortgage is $39,876,350 less than the 
face amount of this mortgage; to this 
extent, the Consols have an additional 
general claim against the property of 
the system. 

The funded debt per mile of first lien 
of each mortgage may be noted from 


Table VII. 


TABLE VII 
Bonds 
Bonds Pledged and 
Outstanding Outstanding 
Birmingham Issues $22,600 $23,900 
Ft. Scott 4s, 1936 24,900 45,800 
‘Frisco Prior Liens 26,200 40,900 


Closer examination reveals that the 
Birmingham issues are the strongest di- 
visional liens in the *Frisco’s debt struc- 
ture. Both are closed mortgages on 
mileage of vital importance to the parent 
company, mileage that forms an integral 
part of the most productive lines of the 
system. The Income bonds rank junior 
to the General Mortgage issue, being a 
second mortgage on the same property. 

The property underlying these bonds 
forms part of an important trade route 
linking Kansas City to Memphis, Birm- 
ingham and the Southeast. The only 
other through route affording competi- 
tion between these points is that pro- 


vided by the Missouri Pacific. The lat- 


ter’s lines, however, extend only from 
Kansas City to Memphis, and not be- 
yond. More specifically, trackage ex- 
tending from Memphis to Birmingham, 
the heart of the coal, iron and steel dis- 
trict, is covered. The General 4s repre- 
sent a funded debt of $11,523 per mile 
while the Income issue is outstanding at 
the rate of $12,377 per mile; total debt 
per mile is at a relatively low rate. 

Second in importance only to the 
Birminghams are the Ft. Scott 4s, 1936 
while the Prior Lien mortgage, a first 
lien on all property subject to divisional 
debt, ranks third. Though the Prior 
Lien obligations are a first lien on more 
mileage than the Ft. Scotts, they cover 
less main line and less productive track- 
age. The Consolidated mortgage, of 
course, is junior to the entire funded 
debt of the system. However, due to 
the pledging already discussed, the 
actual lien position is not far below that 
of the Prior Lien issue. The mortgage 
structure is most clearly brought out by 
the chart reproduced on page 498. 

The Railroad Division of the Recon: 
struction Finance Corporation has com- 
piled two informative tables which in- 
terpret the relative position of the dif- 
ferent mortgage obligations. See Tables 


VIII and IX. 


TABLE VIII 
Funded Debt Outstand- 
ing and Pledged 
Amount per Mile 
of First Lien 


Per Cent. of 
Main Line to 
Total Mileage 


Birminghams $23,900 92 
Ft. Scotts 45,800 58 
‘Frisco Prior Liens 40,900 23 
TABLE IX 
Cars of Freight Net ton 
Originated miles of freight 
per $1000 (rev. & co.) 
of debt per dollar debt 
Birminghams 9.2 88.0 
Ft. Scotts 3.2 29.8 
‘Frisco Prior Liens 3.0 16.5 


Additional data on the earnings posi 
tion of the Ft. Scott lines in relation to 
the entire system have been made avail 
able. According to the Protective Com- 
mittee for the Ft. Scott bonds, earnings 
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TABLE X 
Total Ft. Scott Total ‘Frisco Per Cent. 
Lines Lines of *Frisco 
Stn MOUENIICS cis soca ose bcs $15,324,160 $41,851,794 38.19 
pee ea eee 3,143,293 5,752,195 48.73 
Available for Interest ............ He RB | 2,525,329 38.10 


segregation for 1934 gave the results 
as shown in Table X. 

These figures were determined by a 
tentative formula and are subject to ad- 
justment. Nevertheless, the preferential 
position of the Ft. Scott lines over the 
remainder is clearly indicated. A favor- 
able comparison is made and revenue 
out of proportion to the amount of mile 
age covered is produced. 

But while the Ft. Scott lines enjoy 
a relatively strong position, it must be 
realized that interest requirements of 
$292,045 on the Birmingham issues must 
first be satisfied. Because of the Birm- 
ingham’s underlying position, — sucl 
amount must be deducted from the 
above total of $1,271,725. It is inter- 
esting to note that both the Railway 
Trustees and the Ft. Scott bondholders’ 
committee have requested that payments 
of overdue interest be made on the 
Birminghams. 


~ 


CONSOLIDATION 


It has been suggested that the posi- 
tion of the “Frisco could be improved 
through consolidation with some other 
carrier. Such an act, while not dispos- 
ing of the system’s basic ailments, would 
be of assistance in effecting considerable 
operating economies. Some time ago, 
consolidation of the Chicago, Rock 
Island and Pacific Railway and the 
Frisco were endorsed by respective 
managements through reciprocal stock 
purchases. Such a program is also 
recognized by the I.C.C. in its tenta- 
tive plan for consolidation of American 
railroads. However, the findings of the 


R.F.C.’s railroad division have been to 
the effect that alliance with the 
Missouri-Kansas-Texas would be 
nomically better justified. It was ad- 
mitted that worth-while economies could 
be made through joining with the ‘Rock 
Island. However, it was pointed out 
that close analysis showed that, con- 
sidering the amount of mileage involved, 
savings would be relatively small. It 
was observed that the Frisco was strong 
in Oklahoma and weakest in Texas 
while the strength of the Katy was in 
the Panhandle state. On the whole, the 
opinion was expressed that the Katy 
would provide a_ better integrated 
carrier. 

The present state of earnings pre- 
cludes the possibility of early re- 
organization. Declining gross revenues 
and increased costs of operation have 
resulted in a record low in net railway 
operating income. It is estimated that, 
for 1935, earnings will be about half of 
the 20 per cent. coverage of fixed 
charges experienced last year. 

The rea! solution to the road’s prob- 
lem lies in a general business recovery. 
The system boasts a certain efficiency of 
operation and, granted a moderate in- 
crease in traffic, can probably exhibit a 
marked gain in net railway operating 
income. However, even under substan- 
tially more favorable conditions, re- 
adjustment of the funded debt will 
probably severely affect all the large 
bond issues. If more liberal treatment 
of the ‘Frisco’s obligations is desired, re- 
organization must await considerably 
better business. 
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Are You Going to Get Your 


Share of Business in the Recovery? 


HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus.- 
. trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions. 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 


worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


THIS is the only book ever published which 
takes up the whole sales problem of the trust 
\ a department and discusses every phase and facet 

New Business for of this highly professional function. It attacks 
the Trust Department the questions in their large sense as well as 
minutely and individually. It takes its theme 
from conditions as they are today, and is thor- 
oughly up to the minute. 


Many Illustrations 
Theodore Tefft Weldon 

The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 
“Lh \ th ht to end with examples of successful practices and 
eee plans. It should be read repeatedly, referred tc, 
Sut ‘Vee Weldon certainly and become a text book for all trust officers and 
a. ie ee one Ws their assistants when considering the growth of 
book preves 1. I am espe- their departments. It is invaluable to the 
cially intrigued by chapter seasoned solicitor, and a veritable gold mine of 
Gwe. Vile te the type of information to new salesmen. Advertising men 
analysis I have never seen will find it an inspiration in preparing copy. 
before. Directors and heads of banks will gain from it 
—DON KNOWLTON an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. Price $5. 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


Italian-Ethiopian War 


Last month the long-expected war be- 
tween Italy and Ethiopia was begun and 
first reports indicated practically unin- 
terrupted progress of the Italian forces. 
Whether the conflict will be of short 
duration, and confined only to the two 
nations immediately concerned, cannot 
at this time be seen, although limitation 
of the struggle to Italy and Ethiopia 
seems probable, and the chances appear 
to favor an early termination of the 
war—an opinion based solely upon the 
comparative military strength of the two 
countries. 

The League of Nations, after having 
debated the matter for several weeks, 
has reached the conclusion that Italy is 
the aggressive nation, and in consequence 
of this decision has imposed sanctions on 
the offender. It is expected that, at 
least at the outset, these sanctions will 
not be of a military nature, but will be 
confined to those of an economic char- 
acter. 


Heavy Gold Movement 
to New York 


THE war scare in Europe has resulted 
in a veritable flight of capital to Amer- 
ica, and gold has been flowing into New 
York at a rate almost or quite without 
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precedent. This outflow of gold from 
Europe, which only a short time ago 
was due to the special weakness in the 
Dutch and French exchanges, has taken 
on a new aspect. It represents, without 
doubt, the fear of a general spread of 
the war between Italy and Ethiopia, and 
instead of the gold coming as heretofore 
from France and Holland, it has come 
very largely from London. This does 
not represent any fears as to the Eng- 
lish situation, but the demand has fallen 
chiefly on London because of that city’s 
position as an international money cen- 
ter. Indirectly, it appears, much of the 
gold demand is aimed at France, and 
London is acting to ease the strain on 
Paris. 

The accumulation of gold in the 
United States has now reached record 
proportions, the mass of the metal ap- 
proximating $10,000,000,000 in value, 
nearly one-half the world’s total, and 
destined to add still further to the al- 
ready huge excess reserves of the banks 
of the United States. 


Great Britain 


WHILE the war situation has naturally 
caused some reflected disturbance in the 
London money market, the position of 
the British Isles shows steady if slow 
improvement. Unemployment has con- 





BANKERS INVITED 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 








hen Selecting Your Bank Correspondent 


for handling collections in foreign markets you undoubtedly look for a 


widely connected Institution. 


A BANK who keeps more accounts than all other local Banks put 
together and whose aggregate deposits exceed their total volume, /S 
THE BANK YOU NEED to protect your interests and assist you with 


reliable and timely information on merchants and traders. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL, ECUADOR, S.5. 


hold more than 52% of total deposits in this market and 
keep 22,000 active accounts on their books 


tinued to decline, and trade improve- 
ment is fairly general, though this gain 
is more pronounced in the domestic 
market than in the foreign. But even 
in the latter the situation shows improve- 
ment, the results of the first seven 
months of the year pointing to a de- 
crease in the adverse trade balance. 
While imports from foreign countries 
declined in the period 1934-35, those 


from other members of the Empire 
largely increased, indicating a shifting 
of the overseas trade from foreign to 
Empire markets. 


Poland 


VisITING New York recently, Adam 
Koc, Vice-Minister of the Treasury of 
Poland, declared that Poland had antici- 
pated the world-wide economic depres- 
sion, and had shaped the country’s eco- 
nomic policy in preparations for meeting 
its developments. In consequence, the 
minister said that although Poland had 
imposed no restrictions on foreign ex- 
change, remained on the gold standard, 
and still was favored with low cost of 
living. A part of the policy pursued 
was to balance the budget and to keep 
both wages and prices low. 

Colonel Koc assumed his present post 
in 1931, and in 1933 headed the Polish 
delegation to the World Economic and 
Monetary Conference in London. He 
has been in charge of the flotation of a 
number of important Polish loans, 
among them those financing the electri- 
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fication of Warsaw and the moderniza- 
tion of Poland’s railways system. He 
began his association with the late Mar- 
shal Pilsudski in 1909 and was one of 
the “Father of Poland’s” most trusted 
advisers. 


Hungary 


As reported by the Financial Committee 
of the League of Nations the Hungarian 
budget for 1935-36, compared with that 
of the preceding year, will be: 


ADMINISTRATION 
1935-36 1934-35 
in million Pengo 


Expenditure preliminary . 766.5 746.6 
Revenue preliminary .... 748.0 740.6 


Balance — 6.0 
STATE WORKS 


Expenditure preliminary . 409.6 404.1 
Revenue preliminary .... 352.2 343.9 


Balance , —60.1 


The total deficit proposed for 1935-36 
amounts to 75.9 million pengos as against 
66.1 millions in 1934-35, which sum will 
be reduced by the renewed loan of the 
not transferred part of the service of 
the government debt, same as last year. 

The year ending June 30, 1935 (in 
cluding the deficit of the government 
works), closed with a somewhat greater 
deficit than in the year 1933-34. Ex: 
penditure only rose somewhat and rev 
enue still less. Although there are still 
important problems to be solved in ad- 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 


description in a country which, 


like the Philippines, 


is developing rapidly and offers considerable oppor- 


tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


ministration, and the government works, 
the committee was pleased to state that 
there were important savings effected 
between 1931 and 1934. At present 
expenditure is increasing, ‘while revenue 
is keeping rather steady. 

The cash deficit for 1934-35 is not 
disturbing, considering that the pengo 
equivalent of the not transferred part 
of the service of the current debt will 
be received by the government as a re- 
newed loan. The financial position of 
the treasury is certainly better than in 
1934 or 1933. The budget for the year 
starting July 1 shows somewhat increased 
expenditure, while revenue is hardly 
more than proposed the year before. Ac- 
cordingly the proposed deficit is some- 
what higher. The financial committee 
pointed out that great care has to be 
taken in order that the improvement 
made during the last few years should 
be kept up now when further savings 


could hardly be effected. 


Argentina 


FroM its branch in Buenos Aires the 
First National Bank, Boston, a cable- 
gram has been received dated October 
7, giving the following information: 
The favorable trade balance in Au- 
gust was only m$n 3,736,961, as com 
pared with m$n 45,133,730 for the same 
month last year, and the comparative 
totals for the first eight months of the 
past two years are m$n 286,985,391 and 
m$n 281,611,829, respectively. Con- 
tinued heavy imports, combined with 


Inquiries and correspondence invited. 


restricted offerings of grain for export, 
may bring about some _ unfavorable 
monthly trade balances in the near fu- 
ture, but the year’s total favorable bal- 
ance should be fairly good. 

Trading on the Buenos Aires Stock 
Exchange during August reached the 
record turnover of m$n 84,512,000 
which compared with the previous high 
of m$n 83,431,000 in July and m§$n 
74,600,000 in August, 1934 


Turkey 


PURSUANT to the law of June 20, 1935, 
an establishment has been created to be 


known as Estibank, with a nominal 
capital of 20,000,000 Turkish pounds. 
In addition to undertaking all usual 
banking operations, the institution will 
collaborate with the Mining Survey and 
Research Institute and the Survey Bu- 
reau of electrical undertakings, and will 
carry out such schemes proposed by these 
institutions as shall have been approved 
by the Ministry of Economy. 


Italy 


ConpiTIONS in Italy are being affected 
by the conflict with Ethiopia, and a 
number of special financial measures have 
been adopted. Foreign credits are to be 
surrendered to the National Exchange 
Institute in exchange for cash. Both 
foreign and Italian securities issued 
abroad and held by Italians must be con- 
verted into Italian 5 per cent. nine year 
treasury bonds. Dividends of industrial 
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Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. 


First established 
private bank in 
Norway 


Telegraphic address: 


BANKING BUSINESS OF EVERY 
DESCRIPTION TRANSACTED 


Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New Ycrk, Guaranty Trust Company of New York 
and Irving Trust Company 


and commercial companies are limited 
to 6 per cent., except where the rate 
for the three years average has been 
greater than that, in which case the 
dividend may be equivalent to the three- 
year average, but may not exceed it. 
Undistributed profits are to be invested 
in government securities, and will form 
a reserve fund for the company, but not 
available for a period of three years. 

It is claimed that the clearing ar- 
rangement with Great Britain has been 
working irregularly because the obliga- 
tion resting on Italian importers of 
British goods to pay into the Bank of 
Italy the value of their purchases is not 
paralelled by a like obligation on the 
British importers of Italian goods to 
pay the value of same into the Bank of 
England. The result of this is that the 
counterpart in sterling required for set- 
tling Italian payments to British ex- 
porters is not forthcoming to the full 
extent needed. 


-©- 


A REVIVAL OF CAPITAL 
MOVEMENTS 


As international economic relations, 
under the influence of a business re- 
vival and the substitution of tariffs for 
quota and exchange restrictions, gradu- 
ally resume their normal forms, tthe in- 
ternational movements of capital will 
likewise increase. Short-term credit 
transactions, which are asosciated with 


the financing of trade and with interna- 
tional banking business, expand automa- 
tically as the liquidity of the different 
countries improves. On the other hand, 
a very long time will pass before long- 
term transactions and investments op- 
erate again on a scale anything like 
the normal before the world crisis. Too 
hard a blow has been struck at the 
confidence entertained by lenders that 
the interest and instalments due to them 
will actually be paid. No definite 
change in the position of the creditors 
is to be expected until they have again 
begun to recover what is owing to them, 
after the cutting down of claims that 
has been made inevitable by the crisis. 
In other words, the debtor countries 
capacity to pay must be enhanced. This 
is feasible insofar as the creditor coun- 
tries permit, in the manner already 
discussed, an important surplus of goods 
to arise without trying to prevent it by 
imposing special import restrictions. The 
debtor countries should thus be allowed 
to take advantage of the export power 
they will have succeeded in acquiring. 
This is quite a different thing from the 
view that is now held in Germany, that 
the creditor countries can only demand 
interest payments in proportion as they 
increase their purchases of German 
goods, irrespective of the fact that 
higher prices are demanded for the latter 
than for goods from other countries.— 
Professor Bertil Ohlin, Index Svenska 
Handelskanken. 
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Through its network in Canada of more than 


500 branches — each of which is in intimate 
contact with the economic life of the particular 
community it serves — the Bank of Montreal 
provides American banks and trust companies 
with unsurpassed banking service throughout 
the Dominion, as well as with sources of val- 
uable business information. 


Assets over 
$750,000,000 


Head Office: Montreal 





Stable Government 


WitH the general Federal elections 
over and with an assurance of stable 
government for the next four or five 
years, says the October 23 letter of the 
Bank of Montreal, there is a general 
disposition to look for a continuation of 
the improvement in business through- 
out Canada which has been manifest 
for some time past. Notwithstanding 
some statistical recessions in October, 
the capacity for economic recuperation 
which has been in evidence has not been 
impaired by any visible factor, and the 
prospect of an increased rural purchas- 
ing power as the farmers begin to realize 
upon their harvests is always the 
promise of better conditions in most 
channels of trade and most fields of in- 
dustry. While the yield of the wheat 
crop of the Prairie Provinces is dis- 
appointing and an unusually large pro- 
portion of the wheat is of low grade, 
in Eastern Canada the crops, for the 
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most part, are well up to the average 
and in some cases above, and, since the 
prices of both grain and livestock have 
advanced materially, rural purchasing 
power promises to be substantially larger 
during the coming winter than during 
its recent predecessors. And a very 
healthy development is the gradual clos- 
ing of the gap between the price levels 
of farm and manufactured products; at 
the peak of the depression in 1933 the 
disparity was as much as 56 per cent. 
(basis 1926) in favor of the latter but 
it has now been reduced to roughly 12 
per cent. which means that farmers are 
getting a much better ren for their 
labors in terms of purchasing power. 


Recovery 


It is the opinion of the Royal Bank of 
Canada, as expressed in its monthly 
publication for October, that recovery 
has taken place more rapidly in Canada 
than in the United States. This opinion 
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is backed up by a comprehensive statis- 
tical table showing the comparative 
production and other indices for the first 
six months of 1926 and 1935. Com- 
menting on what the figures show, it is 
said: 

“Almost all comparable indices show 
that Canada has made more progress 
toward recovery than has the United 
States. According to the index of 
physical volume of production, total 
production in Canada in the first six 
months of 1935 was slightly above 
parity with the level of the first six 
months of 1926, while the United 
States has attained only 80 per cent. of 
such parity. Where the volume of 
electrical energy generated in Canada 
in the first six months of 1935 amounted 
to 11,380 million k.w.h., the amount 
generated in the first six months of 
1926 amounted to 5609 million k.w.h. 
The comparable figures for the United 
States are 47,564 million and 35,547 
million k.w.h. In both countries the 
volume of production in this key indus- 
try has made remarkable progress dur- 
ing the period, but on a proportionate 
basis Canada has shown far greater im- 
provement. Canadian exports in the 
first half of 1926 were 26 per cent. as 
large as those of the United States and 
they were 29 per cent. as large as those 
of the United States in the first half 
of 1935. In both countries there has 
been a heavy decline in volume and 
value of exports and imports, but the 
decline has been heavier in the United 
States.” 

It is pointed out in this study that 
farmers’ cost of living have been re- 
duced by about one-third in Canada 
and by only 16 per cent. in the United 
States. 


Advances Continue 


INDUSTRIAL recovery in Canada con- 
tinues its steady march according to the 
October commercial letter of the 
Canadian Bank of Commerce. Con- 


THE BANKERS MAGAZINE 


cerning general conditions the bank let- 
ter says: 

“The seasonal advance of industry has 
quickened from the early start it made 
in the latter part of the summer. In 
certain industries, steel for example, the 
comparatively high rate of activity re- 
corded in July has not been fully main- 
tained, but the volume of new orders 
from other sources has largely offset a 
seasonal drop in those from automobile 
plants. The forest industries have pro- 
gressed, the newsprint mills having en- 
tered one of their busiest seasons fol- 
lowing a summer of record production, 
while the lumber cut has increased over 
the low level of mid-summer. New 
construction contracts let in September 
were well below those awarded in 
August, when they were swelled by un- 
usually large government projects; the 
most recent contracts were, however, 
slightly in excess of those in September 
of last year and brought the total value 
for the third quarter of the year to 55 
million dollars, about 50 per cent. higher 
than for the like period of 1934. The 
secondary industries have fulfilled the 
promise of ascending operations which 
was given in the August Letter.” 


~—©- 


CREDIT AT THE BANK 


Dip you ever approach a bank officer, 
badly in need of a loan, but confident 
you were going to get it? That is the 
feeling and satisfaction that comes to 
one who has a credit statement contain- 
ing ample evidence to justify a reason- 
able loan intended for productive pur- 
poses. Credit is a choice asset which 
should be established before it is needed. 
It takes time, thought, hard work, and 
good management to establish one’s 
credit. When once established it is far 
too valuable a possession to injure or 
lose—Dan H. Otis, director, Agricul- 
tural Commission, American Bankers 
Association. 





ADVERTISING AND PUBLIC 
RELATIONS 


Edited by Malcolm Davis 


Public Relations 


UBLIC relations is becoming some- 

thing of a theme song these days 

and with good reason, too. We 
hum it ourselves occasionally. When- 
ever we can think of appropriate words 
we set them to the music. Recently, 
while engaged in casual conversation 
with a bank executive friend of ours, 
the words took the form of a question. 
We asked: “How’s the public relations 
problem coming along?” 

Our banker friend beamed. “Splen- 
didly!” he said. He waved a hand in 
the general direction of busy tellers 
and clerks. “I gave the boys a talk six 
months ago and sure impressed them 
with the necessity of being courteous.” 

We said that was swell and asked 
what else. Our banker friend was 
baffled. “Why, nothing much. I made 
a fine talk and they listened attentively. 
All you have to do is hang around out- 
side and I know you'll find everyone 
very courteous.” 

So we hung around outside. Pretty 
soon a brisk little lady came along and 
shoved a few checks over the counter. 
The teller smiled at her very pleasantly. 
He said in a most courteous tone of 
voice, “Mrs. McPherson, since you don’t 
have an account with our bank, we 
will have to soak you thirty cents for 
cashing these checks.” 

Mrs. McPherson got her money. She 
turned away from the window and saw 
a nice sign that said “Resources over 
$23,000,000.” Hovering 
heard her mutter. “Soak me _ thirty 
cents! Indeed! Well I'll show them 
how to soak me thirty cents. Ill...” 

Something seemed to be wrong some 
place. Our banker friend recognized 
a public relations problem and tried to 
do something about it. The teller had 
listened attentively to a fine talk on 


closely we 


Comes Inside — 


courtesy. His bearing was pleasant and 
agreeable. His voice courtesy itseif. 
Why then, did he have to say “soak”? 

Still humming the public relations 
tune, albeit slightly off key, we went to 
see Granville B. Jacobs about the mat- 
ter. Mr. Jacobs these past five years 
has been conducting training programs 
for bank staffs in public relations. After 
five years of it, he is still enthusiastic 
about enthusing bank employes to the 
point where they can combine a knowl- 
edge of bank services with a knowledge 
of human nacure. Thus armed with the 
strategy of dealing with people they, in 
turn, can enthuse the public. Pretty 
important, considering that about ninety 
per cent. of the public’s contact with 
banks is through bank employes. 

Mr. Jacobs was helpful. He admitted 
the importance of courtesy but said that, 
combined with courtesy, it was neces- 
sary to see that the information given 
to those being trained is so done that 
thoughts may be inspired to definite 
action. Schoolroom lectures and mean- 
ingless pep talks are not conducive to 
high morale; on the other hand proper 
public relations on the part of bank 
employes stems from a high morale. 

We asked how this could be accom- 
plished what with reductions in salary, 
or lack of salary increases, plus the con- 
stant criticism of the public towards 
anyone or anything connected with a 
bank. We asked all sorts of questions. 
Mr. Jacobs supplied the answers. We 
jotted them down. From our jottings 
we have assembled a few of the most 
important phases of bank personnel 
training as Mr. Jacobs sees them. 

The basis of any program for train- 
ing an organization towards better pub- 
lic relations and eventual developmént 
of business, Mr. Jacobs explained, must 
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be an interpretation of the services 
which the bank has to offer in terms of 
advantages to the public. No set for- 
mula or plan can be followed because 
such training must be adapted to the 
policies and traditions of each individ- 
ual institution. 

However, there are basic principles 
that can be followed. The members of 
the organization should be trained in 
protective strategy and in creative 
strategy. 

Protective strategy places bank em- 
ployes in a position to meet unfair criti- 
cism and to answer legitimate questions. 
The creative allows them to recognize 
opportunities for extending the good 
will of the bank and places them in a 
position to capitalize on those oppor- 
tunities. 

A staff untrained in public relations 
from the protective angle will be apolo- 
getic when explaining service charges 
whereas trained employes can actually 
point out just reasons for such charges. 
A trained staff will know the right 
answer to the question “Why have you 
reduced interest on deposits from 4 per 
cent. to 2 per cent. when you still ask 
me to pay 6 per cent. on a loan?” An 
untrained staff will muff the chance to 
explain why this is necessary for pro- 
tection to depositors and pass over the 
unhappy moment with some such 
answer as “it is a clearing house rule,” 
or “the banking law prohibits us pay- 
ing more.” 

An untrained staff is inefhcient from 
the creative angle as well. Unless a 
staff can explain the advantages of a 
checking account, of the safe deposit 
box, of a savings account (no matter 
what the interest rate) or name at least 
five advantages for having the institu- 
tion serve as executor in the administra- 
tion of estates, then every day sees 
countless opportunities slip by that a 
trained staff could use to sell bank serv- 
ices, or build good will. 

Banks spend considerable money in 


advertising. Unless that advertising is 
interpreted to the bank staff—unless 


employes know objectives and are 
schooled to back up that advertising in 
their personal contacts with the public, 
then a considerable part of the adver- 
tising dollar is lost because of lack of 
nourishment within the bank itself. 

It is neither necessary nor desirable 
to make false promises, or to build false 
hopes regarding the future, to secure 
the active co-operation of bank em- 
ployes. It is, however, both desirable 
and possible to bring to staff members 
at regular intervals thoughts which will 
keep them thinking along constructive 
lines, maintaining a positive frame of 
mind. 

As a matter of fact a lot of good sales 
talent is going to waste from sheer lack 
of cultivation. Bank employes, if they 
teel that they are of some importance 
in gaining good will, and if they are 
trained so that they know how to go 
about it, will naturally. become more 
interested in their work and be happier 
doing it. 

Take, for example, the quick wit of 
one bank employe. Had that wit been 
trained the bank would have had an 
invaluable ally. As it was, well—we 
hope Mr. Jacobs will forgive us for 
repeating this story— 

It seems that a lady had given a check 
to some tradesman and the check had 
come back to her marked “Not Sufhi- 
cient Funds.” The lady was very much 
perturbed and called up the bank and 
told the bank employe on the other end 
of the wire all about it. She was, to 
put it mildly, indignant. 

“But, Madam,” said the poor bank 
employe, “you had no funds on deposit 
to meet that check.” 

“Young man,” said the lady. “Don’t 
tell me I didn’t have the money. I've 
got that much and more right here in 
my dresser drawer.” 

“Well, then,” said the bank employe 
in desperation, “why didn’t you draw 
the check on your dresser drawer?” 

It does seem as though there would 
be a little more harmony if bank em- 
ployes were taught the words—as well 
as the music. 





ADVERTISING AND PUBLIC RELATIONS 


How Banks Are Advertising 


towards reporting that excellent 

Financial Advertisers’ Association 
convention down at Atlantic City and 
by the time we were through with that 
we felt slightly bent ourselves. Be that 
as it may, the present result is that our 
fle on current financial advertising 
holds the accumulation of two months 
instead of the usual month and at this 
point resembles a war debt. Being thus 
delayed in making our usual comment, 
we'll whittle away at the debt, letting 
the chips fall where they may. (If our 
metaphors seem a bit mixed, skip it— 
our intentions remain the best.—Ed.) 


[*: month we bent all our efforts 


PROTECTION 


A series of trust folders, prepared by 
the Northwest Bancorporation for the 
Northwestern National Bank and Trust 
Company of Minneapolis, Minn., iden- 


tifies each folder with the series by the 


running head “Protection.” The illus- 
tration on the cover of each folder is 
that of a warrior, armed with shield, 
short sword and helmet, rising from a 
silhouette of a city before a background 
of a home. Printed on buff paper, the 
black type and city silhouette contrast- 
ing with the warrior in gold, and the 
background varying in color creates a 
striking effect and drives in the theme 
which dominates each folder. ‘Protec- 
tion” is offered by several means (and 
here the front cover of the folders dif- 
fer) as indicated by the sub-heads: 
“Through a Trust Under Your Will”; 
“Through Life Insurance and a Life 
Insurance Trust”; “Through High 
Standards of Trust Company Practice”; 
“Through An Estate Plan”; “Through 
a Living Trust”; and “Through Greater 
Efficiency in Managing Your Secu- 
rities.” Each of these topics is care- 
fully explained within the booklets, 
colored charts being used when such 
usage would clarify the points brought 
out. Each folder, on the back cover, 
pictures the bank building along with 


the thought-provoking words: “You 
Have Spent Your Life Building Your 
Estate—Spend a Day Guarding It.” 
These folders are evidence of the pains- 
taking work that went into them. Be- 
cause of the character of the services 
being offered expense of production 
seems to have been secondary in pre- 
senting the story in an attractive, read- 
able and understanding manner. 


SATURDAY MORNING, OCTOBER 27, 1860 


The Cambridge Chronicle of that 
date printed a notice to the effect that 
the first meeting of subscribers for the 
purpose of organizing a Banking Asso- 
ciation would be “holden” at such-and- 
such a place. The Harvard Trust Com- 
pany, Cambridge, Mass., reproduces two 
pages from the 1860 issue of the Cam- 
bridge Chronicle as the front and back 
cover of a booklet commemorating the 
bank’s seventy-fifth anniversary. The 
booklet, a history of the bank as an 
institution without a word about the 
first president, the founders of the bank, 
or any of the officers, past or present, 
tells the story of the bank and the man- 
ner in which its services have been de- 
veloped. This radical departure in an- 
niversary booklets embraces “an account 
of the changing conditions through 
seventy-five years and the manner in 
which the bank has met them and 
thereby continuously provided adequate 
banking service to the entire commu- 
nity.” The bank’s growth is developed 
in story form with the result that the 
services of the bank as it stands today 
are thrown in sharp contrast with bank 
services as they were known. three- 
quarters of a century ago. Line cut illus- 
trations throughout the booklet point 
up the text. Worth seeing are the pic- 
tures of the old time bookkeeper, old 
style counter, the iron safe, the “New 
Junior Copying Tank” the check writer 
that looks like a dozen telegraph keys 
all at once, to say nothing of the old 
style typewriter that looks like a baby 
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linotype machine. In contrast are the 
illustrations of a Recordak~ machine, 
modern counters and vaults, posting 
machine, armored trucks, and the Har- 
vard Trust’s modern banking quarters. 
The back cover from the Cambridge 
Chronicle (of 1860) has some in- 
triguing ads such as that of Allen & 
Endicot which offers, among other 
things, “Steam Engines & Boilers, Ship’s 
Water Tanks, Gas Holders, Kettle 
Curbs, Iron Roofs, Frogs and Switches 
For Railroads.” 


THIS WEEK 


Newspapers print news, and _ the 
First Wisconsin National Bank of Mil- 
wdukee capitalizes on this fact with a 
new series of newspaper advertisements 
under the head “This Week at the 
First Wisconsin.” People read news, 
and the items in each ad have a news 
flavor. Culling news items from First 
Wisconsin’s ads one finds that two out 
of three Milwaukee families “call this 
bank their bank”; “With winter lurk- 
ing in the offing, it’s a warming thought 
to know that you have a special fund 
of money just for buying fuel—money 
to burn. . . . Ask for a free copy of 
our ‘Stretching the Dollar’ Budget 
Book”; “More than 80 per cent. of all 
banks in this state have chosen the First 
Wisconsin as their bank.” Various 
headings indicate other news items: 
“Back to School” (AIB courses for 
bankers); “Where Your Money Goes” 
(how the bank employs funds); “New 
Homes For Old” (modernization loans) ; 
“Work Wanted” (inviting loan appli- 
cations). Each ad has six or seven news 
items and is illustrated with several in- 
triguing pen and ink sketches. 


WEBLAS 


A house organ of this name is in- 
augurated by the Webster and Atlas 
National Bank of Boston, Massachu- 
setts. Short items, explaining bank 
services and bank functions, are writ- 
ten for layman understanding. A re- 


cent issue has an exceptionally clear 
exposition of the operations necessary 
for clearing checks throughout the coun- 
try. A feature of this four page pub- 
lication 1s the introduction, with illus- 
trations (pages 2 and 3), of various 
members of the Webster and Atlas 
staff. For example, meet Mr. Thomas 
C. Hamilton. ‘Smiling Tom’ Hamil- 
ton at the middle teller’s window is a 
native of Kingbridge, N. Y. He was 
educated in the schools of Hartford, 
Conn., and entered business there in 
one of that city’s numerous insurance 
offices. He soon transferred to bank- 
ing, and came to the Webster and Atlas 
National Bank in 1926, where in nine 
years he has succeeded in charming 
large numbers of our depositors with 
the famous Hamiltonian Smile. He lives 
in Lynn, is married and has one daugh- 
ter ten years old. He says he would 
be enthusiastic about golf and fishing 
and things like that if you didn’t have 
to do them in hot weather.” People 
are interested in other people. By such 
human introductions, this bank not only 
shows the public that bankers are 
human after all, but helps in breaking 
down the barrier between bankers and 
the public within the bank itself. 


SINCE THE HORSE AND BUGGY DAYS 


The new series of the Bank of The 
Manhattan Company, New York City, 
demonstrates what can be accomplished 
through appropriate illustration tied to- 
gether by short, effective copy. In one 
ad the copy reads: “From the day of 
the ‘Broadway Omnibus’ in 1799 to the 
day of the transcontinental plane the 
Bank of The Manhattan Company has 
kept in close touch with business and 
industrial conditions throughout the 
country and the world.” The illustra- 
tion at the top of the ad is the “Broad- 
way Omnibus,’ under the signature is 
a transcontinental plane. Another ad, 
stressing the fact that the bank, holding 
true to the traditions inculcated in 136 
years constantly provides more ways of 
making its facilities of greater value to 
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customers, is headed “Wheels of pro- 
gress . Top illustration—a_ top- 
hatted gentleman conveying himself 
along on one of those bicycles sans 
pedals (well, what do you call them?) ; 
under the signature, a new model sedan. 


*“NOT AGE, NOR SIZE 
USEFULNESS 


BUT 


This slogan identifies each ad in a 
new series by the Cleveland Trust 
Company and is, in itself, explanatory 
of the advertisements. One ad tells 
how, under nine United States Presi- 
dents, the bank has had as its aim “com- 
munity usefulness by providing safe, 
conservative and convenient banking 
service.” Another ad, very arrestingly 
arranged, spots newspaper headlines of 
stirring times from 1895 to 1934—elo- 
quent spokesmen of the eventful hap- 
penings “during the bank’s busy exist- 
An unusual paragraph in this 
ad is “Through all these momentous 
changes, this bank has tried to exert a 
steadying influence, in the firm belief 
that this nation’s continuous progress is 
inevitable and outlives any single gen- 
eration of men or any set of condi- 
tions.” 


ence. 


BANKING ON CHARACTER 

This is what Morris Plan banks have 
been doing for a quarter of a century, 
and to commemorate a silver anniversary 
the Morris Plan Bankers Association 
has issued a “silver booklet.” Very 
attractive is this silver, black and white 
milestone which indicates the inception 
of the Morris Plan idea, tells something 
of the founders, present officers and 
general organization, and shows how 
Morris Plan loans have grown from 
$12,700,000 in 1915 to $2,500,000,000 
(yes, two billion and a half) in 1935. 
Morris Plan loans, according to the 
booklet, have been used to: enable an 
aviator to equip and supply a trans- 
Atlantic flight which proved success- 
ful; establish a retired naval officer on 
a chicken farm; import 500 monkeys; 


pay for the eradication of potato bugs; 
enable a man to bring his mother-in-law 
over from the “old country” (four years 
later he took out another loan to send 
her back to the “old country”). 


RESERVE POWER WINS 

This head identifies a new Williams- 
burgh Savings Bank, New York, series; 
with the headings in various ads go 
illustrations of: a runner; a pole vaulter; 
football players; swimmer—each com- 
peting and winning the competition. 
The copy ties in with the illustration 
and then swings to the fact that “A 
savings-bank account in this 84-year-old 
bank is your reserve power—ready to 
be called on as you need it. Build it 
up by steady week-by-week saving until 
enough is saved to make you master of 
conditions.” Another Williamsburgh 
series, stressing the advantages of bank- 
ing by mail, is quite distinctive. One 
ad illustrates a letter box under the 
heading “Branch Bank”; another illus- 
trates a postman under the heading “Let 
the Postman Make Your Deposits.” 
Most unusual is an ad of eleven illus- 
trations, each illustration appearing as 
an exposure on a movie film. Top ex- 
posure says “Movie of a Man Banking 
by Mafl.” Remaining exposures illus- 
trate and explain procedure. Final two 
exposures are the signature. 


CONS T!TUTION 


The Fidelity-Philadelphia Trust Com- 
pany has issued a booklet reprinting the 
Constitution of the United States, with 
a foreward by William P. Gest, chair- 
man of the board, and quoting besides 
a number of appreciations of the Con- 
stitution from its most famous critics 
both native and foreign. The bank has 
performed this service several times in 
its history and that it should do so again 
seems particularly appropriate at this 
time. At the request of business con- 
cerns, thousands of additional copies 
have been supplied for distribution by 
those requesting them. In his fore- 
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word, Mr. Gest makes several valuable 
statements, among them: 


“There are moral values in the Con- 
stitution as well as political. The pro- 
visions against laws prohibiting the 
exercises of religion in Article 1 and 
against unreasonable searches and 


seizures; the provisions that no one shall 
be deprived of life, liberty, or property 
without due process of law and that 
private property shall not be taken 
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without just compensation are moral re- 
quirements woven into the fundamental 
law after centuries of conflict. These 
are among the provisions which require 
the exercise of constitutional morality 
to maintain them inviolate. For con- 
stitutional morality is like the morality 
required in all other branches of human 
action. It prefers and insists on the 
true and permanent principle rather 
than on the imaginary or temporary 
advantage.” 


Sidelights and Shadows 


THE Corn Exchange Bank Trust Com- 
pany has 73 branches in New York 
City and when seen all at once the 
branches look something like a city 
themselves; the Sept. 30, 1935, state- 
ment of the bank on one page of an 
eight page folder is supplemented by 
three other pages of information re- 
garding the bank and its management 
—the inside four pages showing the 
group picture of the bank’s branches. 
... In 1835 a bank was founded in 
Harrisburg, Pa., on principles of safety 
and conservatism; in 1935 the Dauphin 
Deposit Trust Company in an adver- 
tisement commemorating its first cen- 
tury of service repeats its watchword 
“For the Security of Depositors.” .. . 
FHA loans are booming in Glens Falls, 
N. Y., because the First National Bank 
of that city showed the citizens what 
FHA loans could do; co-operating with 
a local real estate man, with the Cham- 
ber of Commerce, with a local archi- 
tect, with 25 local dealers and con- 
tractors, paint stores, lumber yards, 
plumbers, plasterers, a tumbledown 
shack-looking blotch was transformed 
into a sleek dweiling that makes your 
correspondent green with envy—results: 
five thousand people visited the home, 
it was sold, other loans were stimulated. 
. . . Typical applications for unsecured 
income advances showing applicants’ 
circumstances and giving conclusions as 
to whether the loan was approved or 
not compose the advertising copy for 


the Marquette National Bank, Minne- 
apolis, Minn.; of course identity is hid- 
den in this “behind-the-scenes” cam- 
paign, but the case histories smartly 
stimulate persons who could obtain 
loans, discourage those who couldn't. 

Altruistic is the First National Bank 
& Trust Co., Oklahoma City, Okla., in 
advertising that savings accounts under 
$100 are unprofitable but says that they 
welcome such accounts anyway—because 
of the bank’s sense of community re- 
sponsibility, its conviction “that a 
thrifty community is the best kind of a 
community in which to carry on a bank- 
ing business or any other kind of busi- 
... "Plus signs” are advertised 
along with newspaper clippings show- 
ing indications of increasing business by 
The First National Bank and Trust 
Company, New Haven, Conn., and 
business men are offered the help of the 
bank in grasping “the opportunities 
these changing times have to offer. . . . 
Seventy years old is the First National 
Bank, Atlanta, Ga., and one of the ways 
it commemorated this event was by 
showing its present banking quarters 
compared to its first banking quarters, 
the home of General Alfred Austell, by 
showing the first safe, a studded strong 
box, compared to its modern vaults— 
the advertisement was published in the 
gravure section of an Atlanta Sunday 
newspaper. . . . Continuing its repro- 
duction of historical documents as its 
contribution to the Connecticut Ter- 


ness.” 











centenary, the trust department of the 
Bridgeport-City Trust Company has is- 
sued a facsimile copy of the oldest 
known original document from Fairfield 
County; it is the inventory of the estate 
of Thomas Curtiss written in 1648 (150 
years before the first Connecticut bank 
was founded) and lists such items as bed 
and bedding, butter and cheese, spinning 
wheel and web, a lamp, Indian corn, 
Ss. 6. 

Picturing a safe deposit box plus some 
securities, and headed “Safekeeping For 
Your Valuables,” The National Bank of 
Topeka, Kansas, ties in_ illustration, 
heading and copy with the emblem of 
“Fire Prevention Week” in a timely ad. 
... Well, well and well: We find the 
Government advertising its Baby bonds 
in nationally circulated magazines and 
just to even things up a bit along comes 
The American National Bank of Nash- 
ville, Tenn., advertising that $1000 in a 
savings account for a year at 2 per cent. 
interest (insured in the FDIC) brings 
an income of $20.10 while a $1000 
Government bond maturing in one year, 
face value $1000, actual market cost on 
August 1, 1935, $1032.19, interest 31/4, 
per cent., makes an actual return on the 
investment of thirty-one cents... . 
Tales of Mexican raids, Indian hazards, 
treachery, epidemics, storms of 100 years 
ago contrast strangely with present day 
comforts—embodied in the reminiscences 
and life story of John Duff Brown, early 
Texas pioneer. These tales were 
printed by the Texas Historical Associa- 
tion and complimentary copies of the 
booklet distributed by The Union Na- 
tional Bank in Houston. . . . The Fi- 
delity Union Trust Company, Newark, 
N. J., advertised some months ago the 
advantages of Newark as Eastern Air- 
Mail Terminal in support of Newark’s 
defense against New York’s efforts to 
tag Floyd Bennett Field as terminal. 
Following this up the bank now widely 
distributes copies of the city’s brief filed 
with the Post Office Department with 
large maps showing Newark’s advan- 
tages and other essential data. . . . “108 
Years of Service to Brooklyn” allows 
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The Brooklyn Savings Bank to hark 
back to the “Roaring Forties” when 
clipper ships plied the seas with spices, 
tea, copra and whale oil; these historical 
ads allow the bank to point out that, 
then as now, thrifty Brooklyn folk have 
used the bank as depository for thrifty, 
hard-working Brooklyn dollars. . . . 

Out in California a person can go to 
any Bank of America branch, establish 
his credit, and be issued an ““Automobile 
Letter of Credit” which enables him to 
go to an automobile dealer and buy a 
car as if he were paying cash—the bank 
is repaid in monthly installments and 
gives the buyer the advantage of ex- 
tremely favorable terms—as the bank 
says in its advertising “It’s the New 
Way to buy a car!” . . . Potato prices 
rise, and farmers in Genesee County 
jingle more coins in their jeans; this fact 
is cited as great news in an ad of the 
Bank of Batavia, N. Y. (a Marine Mid- 
land afhliate)—“And because Genesee 
County Farmers are thrifty some of 
these dollars will be deposited in this 
bank as protection against some other 
years when the price of potatoes may not 
be so satisfactory.” ... Bill Spender 
and Will Prosper are antithetical in- 
dividuals as evinced by their names— 
their histories, one sad and the other 
glad, is told on the first page of the 
eight-page booklet published monthly 
by the Fort Madison Savings Bank, 
Fort Madison, Iowa; other interesting 
items in this unusual booklet are “Dol- 
lar Bill’s Philosophy,” “Repayment of 
Bank Loans,” “A Few Don’ts for In- 
vestors,” “Hints About Business,” jokes, 
cartoons. ... “Treat your family as 
well as you would your business,” says 
an ad on the inside back cover of “The 
Wachovia,” monthly publication of the 
Wachovia Bank and Trust Company, 
North Carolina; the copy points out 
that a man traveling in Europe would 
leave his business in trained hands, hence 
when facing “a much longer journey, 
on which radiograms, cables and mails 
are of no use,” why not assure family 
guidance by obtaining the services of an 
executor and trustee. ... 
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THE FATE OF ALL UTOPIAN 
PLANS 


ALL these plans (and there have been 
hundreds of them) abolished private 
property and human competition. All 
provided for collective ownership and 
rigid state control. All these schemes 
when tried fail for this reason: their 
sires beget ideal institutions for man- 
kind but they have never been able 
to beget an ideal mankind for their in- 
stitutions. With human beings con- 


stituted as they are, it has been found 
co-operative, state-managed 


that these 
communities offer a temptation to the 
lazy to live upon the industrious. The 
plan to reward incompetence equally 
with skill, to make idleness profitable 
and to convert theories instead of work 
into wealth simply cannot be “put 
over.” Unselfish producers and equi- 
table distributors and just administrators 
have never yet been found in sufficient 
numbers to insure the success of any 
utopian scheme of government. Like 
other well known “noble experiments,” 
these schemes, these cycles of wave-like 
human mass emotions, break and roll 
back when they encounter the rock of 
human nature. “The ideal is wrecked 
on the shores of the real.”—Hon. 


George W. Maxey. 
—©- 


SMALL TOWN BANK 
A FUTURE? 


IN a recent issue of Raymond Moley’s 
“Today” the most prominent article is 
called “The Small-Town Banker’s Di- 
lemma.” It is written by Marc A. Rose, 
one of the prolific writers for that pub- 
lication. 

The author in this article has writ- 
ten a typical reporter’s account of a 


HAS THE 
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small town bank and its problems, based 
entirely upon today’s conditions. He 
assumes, as do many other writers, that 
today’s conditions will last forever; that 
the small town no longer offers oppor- 
tunities for profitable business to any 
except the chain store and the branch 
bank. Anyone knowing the typical 
small town would read this article and 
agree that the description is correct. 
Superficially:minded readers . -would 
thereupon agree with the resulting quod 
erat demonstrandum, or Q.E.D. as the 
author puts it, that banking in these 
small towns is on its last legs and that 
the only solution is the branch bank. 
And again, Canada is brought in as the 
last word. 

Independent bankers in Illinois have 
not given in to this propaganda. They 
appreciate that the chain store and the 
mail order house have taken business 
away from small towns but these are 
not particularly new. They also know 
that the hard road and the automobile 
have made it unnecessary for as many 
towns and as many banks as had for- 
merely thrived but at the same time 
increased the importance of the surviv- 
ing towns and banks and if, because or 
in spite of the New Deal, small busi- 
ness enterprises are again encouraged, 
there will be plenty for the average 
small town bank to do with profit to 
its stockholders and advantage to its 
community.—Great Lakes Banker. 


-~@- 


NOT A BAD IDEA 


Local Hubby—The bank has returned 
that check. 

Wife—lIsn’t that splendid! What can 
we buy with it this time?—-Modern 
Finance. 





When Bankers Speak Out 


N the August number of THE BANKERS MAGAZINE we published an article by 
R. E. Doan of the Denver National Bank in which he strongly urged bankers 
to unite on a nation-wide co-operative advertising campaign to restore public 


confidence in banking and to improve public relations in general. 


While most 


bankers agree that public education is needed and that there is room for better and 
more effective advertising, there seems to be a sharp difference of opinion as to 
whether such advertising should be done on a nation-wide scale through co-operative 
advertising or whether it should be left to each individual to advertise locally as 


the local situation requires. 


We still continue to receive comments on Mr. Doan’s 


suggestions from various parts of the country, some of which are printed below. 


A PROBLEM FOR EACH BANKER IN 
HOME COMMUNITY 


HIS 


“‘Banker, Speak Out! in your 
August number and the comments 
thereon subsequently printed prompt 
me to add my reactions to those already 
submitted. 

“Our situation, I believe, is unique. 
Following the banking holiday, our bank 
was organized as an entirely new insti- 
tution, starting from ‘scratch’—not built 
upon the base-walls of a defunct pred- 
ecessor, though we do rent one of the 
skyscraper ‘monuments to financial op- 
timism’ gracing many smaller cities. We 
opened for business, then, with no de- 
posits and no earning assets, on Novem- 
ber 1, 1933, in a city of 55,000 where 
two of the three commercial banks had 
failed. That we have gained thé con- 
fidence of our community is perhaps 
best evidenced by our growth to totals 
over $4,000,000 in less than eighteen 
months and the development of earn- 
ings comfortably above expenses. 

“From our inception, we admitted 
frankly to the public that there has been 
too much ‘hokum’ in the banking busi- 
ness, which we attempt to avoid. We 
have sought opportunities to tell our 
depositors and prospective customers 
frankly of our operations and internal 
condition, both by spoken and printed 
word. 

“Our bank statements have been pre- 
sented in simple, understandable form, 
accompanied generally with  straight- 
forward discussions of banking policy. 


Our newspaper advertisements have 
carried short, direct messages which ‘he 
who runs may read.’ In our building 
lobby, we have set up a bulletin board 
upon which personal letters from the 
president appear weekly in the same 
vein. Several special trips through our 
bank have been made by high school 
and grade school students, where talks 
are given them, and this year this tour 
has been included as a regular part of 
their courses. And we practice what 
we preach—our staff has the alert spirit 
of service, and every officer is imme- 
diately accessible to visitors—we do not 
believe in private offices. 

“From our own experience, I feel the 
problem of public education to be one 
primarily for each banker in his own 
community. He can sense local preju- 
dices which must be overcome. He mus’ 
mould the personality of his institution 
and project it as an individual entity. 
Supplementary nation-wide publicity 
would doubtless be beneficial, but that 
is using a shotgun when a rifle is called 
for. Surely there was never a time and 
never a field where ‘rugged individual- 
ism’ is more necessary or fraught with 
greater potentiality of return than in 
the banking business today.”—Dunlap 
C. Clark, president, The American Na- 
tional Bank of Kalamazoo, Mich. 


DOES LITTLE IN COMPARISON 
WITH OTHER TRADES 


BANKING 


“T have just read your splendid ar- 
ticle “Banker, Speak Out!’ , 
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“This is a wonderfully forceful state- 
ment concerning the public relations of 
our banks and the need of comprehen- 
sive advertising to ‘take the mystery 
out of banking.’ Our association is con- 
stantly doing what it can to arouse 
Arkansas bankers on the subject, and 
I am very glad therefore to note that 
this important matter is taking on na- 
tional proportions. 

“I hope the leading officials of the 
American Bankers Association will con- 
sider your arguments. I realize the 
A.B.A. is doing much good work in 
this line, but at best the business of 
banking is doing little in comparison 
with what other trades and interests 
have done in the way of national ad- 
vertising. 

“T am calling your article to the at- 
tention of our Association’s Committee 
on Public Relations and Public Edu- 
cation.”"—Robert E. Wait, secretary, 
Arkansas Bankers Association, Little 
Rock, Arkansas. 


COUNTER ATTACK NECESSARY 


“T don’t know that I really blame the 
bankers of this country for having re- 
mained silent under undeserved abuse. 
They were in a spot where they would 
be criticized no matter what they said. 
But I have felt that banking, as a major 
branch of our economic machinery, 
could wisely have engaged in an effort 
at fair and honest propaganda. What 
was overlooked, I think, was the simple 
fact that constant repetition of false ac- 
cusations and unjust innuendo was 
bound to leave its unfavorable impres- 
sion. The great mass of the public 
thinks with its ears rather than with its 
brains, and there was no escape from 
the ill effects of criticism except a 
counter attack. 

“I hope your proposal for concerted 


action may bring results..-—E. C. An- 
derson, advertising manager, Citizens’ 


National Trust and Savings Bank, Los 
Angeles, California. 


PLAN MUST BE FOLLOWED UP LOCALLY 


“T am in hearty accord with a nation- 
wide plan of public education on the 
part of banks. I am inclined to think 
that educational advertising through 
magazines with a nation-wide circulation 
could be used as a part of the program. 
I am firmly convinced, however, that 
the bankers in each locality must follow 
this up from their own local stand- 
point. For instance: the national ad- 
vertising campaign by the Pacific Fish- 
eries (which by the way I believe is 
based on 5c per case, and not 5c per 
can) will be supported by local retailers 
handling the product advertised. Some- 
thing along this same idea might also 
be carried out by the local bankers. 

“No matter how efficient the nation- 
wide plan, of which I am heartily in 
favor, it will be of but little value to 
the banking industry if it is not fol- 
lowed up by the bankers in each state 
and in each locality thereof. 

“A part of the program which is 
just as essential as the campaign itself 
lies in the awakening of the bankers 
generally to the necessity of taking their 
respective parts in the plan once it is 
put in motion.”"—T. P. Cramer, Jr., 
secretary, Oregon Bankers Association, 
Portland, Oregon. 
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TRUST BUSINESS 


As trust business continues to grow it 
is becoming more and more important 
to exercise care and discrimination in 
the selection and acceptance of new 
business. Not all trust business offered 
is profitable and there is much business 


that can be of real detriment even 
though profitable—Arthur H. Evans, 
vice-president, Continental Illinois Na- 
tional Bank and Trust Company, Chi: 


cago. 
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When Records Burn 


By Rosert K. Doran 


a9 «30, March ti; 1930; 
thoughts of fire were far from the 


minds of employes in the First 
National Bank of Connersville, Indiana. 
But less than an hour later someone 
smelled smoke. An investigation was 
made and an alarm quickly sounded. 
Fire had descended on the bank. 

Smoke billowed from the basement. 
It filled the banking room with a chok- 
ing, blinding cloud. Customers hastily 
made their exit. The bank employes 
hurriedly gathered up their books and 
papers and ran with them to the vault. 
The tellers scooped up all the bills and 
currency and crammed them into the 
money vault. 

Four safe-ledger trays securely housed 
valuable ledger cards. Their lids were 
closed. The smoke got denser. Tongues 
of flame began to lick their way through 
the flooring. So suddenly did the fire 
come, so quickly did it spread that bank 
employes were forced to flee without 
hats or coats. Fire had brought its usual 
panic. 


The firemen arrived. In mighty few 


minutes the bank was a raging devour- 
ing mass of flames upon which tons of 
water had little effect. For two hours 
the fight went on. Midday saw only a 
smouldering pile where once stood a 
beautiful banking house and _ business 
center. 

What havoc smoke, fire and water 
made! Banking equipment, furniture 
and other effects, broken, twisted, 
charred, destroyed. And lying in the 
basement under tons of debris were the 
four ledger trays which had passed 
through the fiery trial. Three remained 
intact and when opened revealed their 
precious contents unsullied and un- 
harmed. The fourth ledger tray had 
been subjected to the additional trial 
of part of the impact of a huge iron 
safe which fell upon it from an upper 
floor. But the ledger cards it contained 
were not burned—only slightly water- 
soaked—due to distortion caused -by the 
impact of the falling safe. These cards 
were quickly dried out and made 
usable. 

The moral of this brief story is ob- 
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vious. Fire makes its own schedule. 
Daytime and nighttime are alike to it. 
A 24-hour protection for records is the 
only logical answer to fire’s challenge. 

Picture a bank’s situation with loss 
or damage of its individual ledgers. The 
bank would be unable to check back 
the deposits and withdrawals that had 
been entered on these ledgers. Such an 
event would be a calamity, resulting in 
a very definite, real money loss in the 
last analysis. 

In addition, the absence of these busi- 
ness records would seriously embarrass 
a bank and its officers. Disputes with 
depositors could not be settled as ‘ad- 
vantageously and commercial banking 
operations would have to be temporarily 
suspended until such records could be 
partially re-established by such original 
records as 

Individual ledgers. 

Canceled checks. 

Customers’ pass books. 

And, these records may be _ very 
dificult to assemble, thereby impairing 
a bank’s traditional service and relations 
with depositors, and undermining the 
splendid public confidence which a bank 
enjoys. 

The effect of this disorganized serv- 
ice would naturally jeopardize a bank’s 
greatest asset—good will. Operating 
efficiency and economy would be lost. 
Service to depositors, development of 
new accounts, computation of interest, 
and quick, accurate proof of deposits 
and withdrawals would be seriously im- 
paired. 

Bank officers are chosen for their in- 
tegrity and sound business judgment. 
Not only have they great responsibility 
of caring for the money of their de- 
positors but, likewise of adequately pro- 
tecting the equally important vital rec- 
ord assets covering the more important 
banking transactions. 

If such records, representing a com- 
plete history of deposits and _ with- 
drawals, were destroyed by fire, water, 
theft, bombing, civil riot, or any other 
like contingency, this would constitute 
a far more serious loss than the money 


loss involved and the result of ‘loss or 
damage to your bank building, record- 
making machinery, and housing equip- 
ment, all of which could be easily re- 
placed. 

If your individual ledgers, upon 
which your bank is so dependent, were 
lost, this would present a colossal handi- 
cap, because they could probably never 
be re-established. 

Certain bank records must be pro- 
tected against loss. This is a strict and 
unescapable responsibility that rests 
with every banking enterprise. 
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THE NEW RESERVE REQUIRE- 
MENTS 


HE recent change in the regula- 

tions for figuring member bank 

reserve balances with the Federal 
Reserve Bank no longer require that re- 
serves be maintained on deferred credit 
accounts. 

In this connection it is interesting to 
recall an article on this subject by 
George R. Smith of the Commercial 
National Bank of Demopolis, Ala., 
which appeared in THE BANKERS 
MAGAZINE for March, 1935. In this 
article Mr. Smith wrote: 

“If member banks would examine the 
float occurring in their deferred credit 
accounts, upon which they are carry- 
ing this reserve, it would be apparent to 
them that neither the bank nor the cus- 
tomer should be required to pay the 
Federal Reserve Bank for the use of a 
balance that did not exist at the time 
of the deposit. . . . If the Federal Re- 
serve banks would not require a reserve 
against the average balance as shown 
on the deferred credit account of a 
member bank, the customers and _ the 
bank would profit from the transaction ” 

It is gratifying that this change ad- 
vocated by Mr. Smith has now been 
made and it is apparent that the lessen- 
ing of member bank reserve require’ 
ments should enable banks to increase 
their correspondent bank balances to 
the benefit of all concerned. 
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BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


Anniversaries 


Last month Richard H. Smith, chairman of 
the executive committee of the State- 
Planters Bank and Trust Company, Rich- 
mond, Va., celebrated his fiftieth anniversary 
in the banking field and received the con- 
gratulations and best wishes of his many 
friends. Mr. Smith entered the service of 
the old Planters National Bank as discount 
clerk in 1885. He was successively elected 
cashier, second vice-president and _ finally 
president in 1915 and chairman of the board 
in 1920. When the Planters National Bank 
merged with the State and City Bank and 
Trust Company, forming the present State- 
Planters Bank and Trust Company in 1926, 
he was made chairman of the executive 
committee. 
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Last month Miss Edith A. Butler, assistant 
eashier of the National Bank of New Jer- 
sey, celebrated her twenty-fifth anniversary 
with the bank. Miss Butler came to the 
National Bank of New Jersey on October 
10, 1910, as secretary to Henry G. Parker, 
then president. In January, 1925 she was 
appointed assistant cashier which position 
she continues to hold. She was one of the 
first women to hold an officer-ship in a bank, 


Bank Stock 


A quarterly dividend of 5 per cent. on the 
capital stock of the New York Trust Com- 
pany was paid September 30 to stockholders 
of record at the close of business on Sep- 
tember 21, 1935. 


Building Operations 


of the 
activity 
land, the Cleveland Trust Company is al- 
tering one of its main office buildings and 
consolidating in it those departments which 
have to do with real estate financing, mort- 


increase in real 
Greater Cleve- 


As a result 


estate 


great 
throughout 


gage loans, collections, rentals and sales. 
The alterations are expected to take eight 
to twelve weeks. The various moves which 
will result from these alterations will add 
a total of 5775 square feet of space for 
the bank’s use. Work has also been started 
on the remodeling of the bank’s Nela Park 
office, providing an increase of more than 
40 per cent. in tellers’ windows, lobby and 
work space. A new low type of counter 
will be used. 


Bank Education 


The course in eredit management given this 
year by the Kalamazoo, Mich., chapter of 
the American Institute of Banking has at- 
tracted 40 members from Kalamazoo and 
surrounding cities—the largest enrollment 
of any class on record in the local chapter. 
Milton R. Bailey, credit manager of the 
American National Bank of Kalamazoo, is 
acting as instructor. 


Business Conditions 


Sales of General Motors cars and trucks to 
dealers in the overseas markets during Sep- 
tember totaled 22,909 units. This volume 
represents an increase of 35.5 per cent. over 
sales in the corresponding month of last 
year, and 6.8 per cent. over sales in August 
this year. 

In the first nine months of 1935, sales 
totaled 216,062 units, representing an in- 
crease of 27.6 per cent. over sales of 169,337 
reported for the corresponding period of 
1634, and the highest overseas volume at- 
tained in the corresponding period of any 
year since 1929. 
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There have been no wide fluctuations in the 
rate of business activity in 1935, says the 
Cleveland Trust Company Business Bulletin 
for October which is edited by the bank’s 
vice-president, Col. Leonard P. Ayres. As 
we enter the third quarter, says the Bulletin, 
it seems entirely probable that this year 
will be recorded in the business annals of 
this country as one of the most nearly 
stabilized 12 months’ periods in our entire 
history. There was a moderate decline in 
activity during the first quarter, and since 
then almost no change, and it does not now 
seem likely that there will be much in the 
remaining months. 


Bank Receiverships 


The Comptroller of the Currency, J. F. T. 
O’Connor, announced last month the com- 
pletion of 18 receiverships during Septem- 
ber, 1935, making a total of 144 receiver- 
ships finally closed or restored to solvency 
since his last Annual Report to Congress 
dated October 31, 1934. Total disburse- 
ments, including offsets allowed to deposi- 
tors and other creditors of these institu- 
tions exclusive of 11 receiverships restored 
to solvency, aggregated $33,720,608, or an 
average return of 72.56 per cent. of total 
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liabilities, while unsecured depositors re- 
ceived dividends amounting to an average 
of 61.05 per cent. of their claims. 


Cashing Pay Checks 


The following communication from Presi- 
dent Roosevelt has been transmitted to all 
banks through the Federal Reserve System: 


“The nation-wide 
the Federal Goveriment has launched in 
order to give employment to men and 
women on the relief rolls is now under way. 
The pregram will naturally involve the 
issuance of a large number of pay checks, 
which checks will be drawn on the Treasurer 
of the United States by Federal disbursing 
officers in the States. 

“In order to prevent delays in the pay- 
ment of wages and in order that these 
workers, practically all of whom have been 
on the relief rolls, may receive the fullest 
benefit from their employment, it is essen- 
tial that our banks throughout the country 
extend every possible co-operation by cash- 
ing these checks at par upon proper identi- 
fication which will in most cases be the 
identification card given the payee by the 
employing office. 


works program which 


“T urge bankers to extend to this program 
the fullest co-operation to the end that these 
checks will be cashed promptly and in full.” 


Changes 


John M. Perry, one of California’s most 
widely known bankers and former regent 
of the University of California, retired 
October 15 as vice-president of Bank of 
America. Mr. Perry announced that he 
plans to maintain his residence in San 
Francisco, but that he will devote a major 
portion of his time to travel. He plans to 
visit both South America and the British 
Isles in the near future. 


Check Master Plans 


Twenty-seven members of the American 
Ballet, the youthful dancers featured in the 
Metropolitan Opera Company of New York, 
have opened checking accounts in the Na- 
tional Safety Bank & Trust Company. Their 
accounts will be in the Check Master Plan, 
the new method of banking which permits 
depositors to have checking accounts with 
a minimum balance of $1. These checking 
accounts were opened at the suggestion of 
Alexander Merovitch, manager of the Ameri- 
ean Ballet, who wants his dancers to develop 
financial responsibility as part of their rigid 
training. 


Credit 


A decided improvement in wholesale collee- 
tions and sales during September in 100 
major markets throughout the country is 
noticeable in the October survey of the 
National Association of Credit Men. In the 
previous month’s survey, approximately 38 
per cent. of the reporting cities found col- 
lections to be “good” compared with the 
current average of 49 per cent. In sales 
the previous average of cities reporting 
“good” had been 40 per cent. of the total 
reports, this figure rising to 58 per cent. in 
the present survey. 


Conventions 


The twenty-second National Foreign Trade 
Convention, to be held at Houston, Texas, 
on November 18-20, offers opportunities of 
an exceptional nature to all who attend of 
examining at close range outstanding prob- 
lems, national and international in char- 
acter, which continue to present obstacles 
to the reinstatement of world trade to its 
former position as the open door to greater 
prosperity for all countries. 





IN 


Among the interesting features to be found 
on the program for the 13th Annual Conven- 
tion of the Association of Bank Women to 
be held in New Orleans, November 10-13 in- 
elusive, are the buffet supper to be held on 
the roof of the Jung Hotel, Monday, No- 
vember 11, and the members’ breakfast in 
the Jung Loggia on Tuesday, November 12. 

In connection with the buffet supper, there 
will be round table discussions, each under 
the leadership of a member of the associa- 
tion. Women attending the convention come 
from all parts of the country, and are 
vitally interested in many different phases 
of bank work as indicated by the subjects 
chosen for the round table discussion. These 
include “Publie Relations, Advertising, 
Publicity”; “Staff Education and Personnel 
Management”; “Bank Management As It 
Relates to Departmental Activities’; “Ad- 
justments in Trust Service Made Necessary 
by the Depression.” Other subjects pro- 
posed are “The Treatment of Non-Produc- 
tive Accounts”; “Recent Legal Decisions 
Pertaining to Banking Problems”; “Indus- 
trial Banking’; “The Bank and Its Real 
Estate Policies.” Mrs. Annie G. Roussel, 
manager, St. Charles Avenue Branch, Hi- 
bernia National Bank in New Orleans, will 
preside on this occasion. Her wide knowl- 
edge of bank managerial problems will en- 
able her to conduct this meeting, and the 
round table discussion which it ineciudes, 
with an experienced approach that will be 
of great value to the members in at- 
tendance. 

The Tuesday morning breakfast will be 
held in the Jung Loggia, with Miss Annie 
L. Bourland, secretary, The Donley County 
State Bank, Clarendon, Texas presiding. 
The speaker on this occasion is a woman 
well known in business circles not only in 
New Orleans but throughout the South— 
Miss B. B. Macfarlane agency supervisor, 
Pan-American Life Insurance Company, 
New Orleans, La. 

The program includes also some delightful 
social features that New Orleans with its 
quaint charm and unusual interest alone 
tan offer. Among these is the Dutch treat 
luncheon planned for Monday, November 11, 
in one of the patios in the Vieux Carre. The 
members of the association and their friends 
will have the opportunity on this occasion 
of meeting personally the nationally known 
‘Dorothy Dix,” one of New Orleans’ most 
prominent professional women, whose accom- 
plishments and history are known and 
appreciated in every state in the Union. 
After Dorothy Dix’s informal remarks, Mrs. 
Helen Pitkin Schertz, a writer and speaker 
intimately familiar with the historic and 
romantic Vieux Carre, will talk on the his- 
tory of the famous Quarter, and then per- 
sonally guide the party through this fasci- 
nating section of New Orleans, whose 
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narrow streets were laid out by Bienville’s 
engineer in 1718. The tour of the French 
quarter will include Old Absinthe House, 
built in 1798, unique in its second story 
cellar; the Cabildo which was the seat of 
both French and Spanish Colonial Govern- 
ments; quaint shops, old mansions and de- 
lightful courtyards not usually seen by 
tourists. 

Following the official closing of the con- 
vention, on Thursday, November 14, mem- 
bers of the Association of Bank Women 
attending the convention have been invited 
by Charles Godchaux, president of the 
Godchaux Sugars, Ine., to visit the plant 
of his company at Reserve, Louisiana, about 
sixty miles from New Orleans. Following 
luncheon there a visit will be made to Oak 
Allee plantation at St. James _ Parish, 
Vacherie, Louisiana, on the Mississippi 
River. The plantation is named from the 
avenue of twenty-eight magnificent oak 
trees, some of them 19 and 21 feet in eir- 
cumference, which extend from the manor 
house to the levee. The plantation is famous 
and is known as a gathering place for 
writers, artists, and officials from all parts 
of the world, and a cordial invitation has 
been extended to the bank women by the 
present owners, Mr. and Mrs. Andrew 
Stewart. 

The trip planned for the day will be not 
only a delightful ending to the convention, 
but also will give the members of the 
Association of Bank Women who have 
worked together during the convention an 
opportunity to become personally better 
acquainted. 

aa 
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Provisions in state savings, building and 
loan laws dealing with lending operations 
under the National Housing Act, easing the 
way to use of the Federal Savings and Loan 
Insurance Corporation, and encouraging the 
utilization of other Federal aids to mort- 
gage capital accumulation, will occupy the 
minds of hundreds of managers of thrift 
and home financing institutions at the Cin- 
cinnati convention of the United States 
Building and Loan League which will be 
held November 13-15. 
ae 


Leslie G. McDouall, president of the New 
Jersey Bankers Association, has announced 
that the Association’s mid-year trust and 
banking conference will be held at the Alex- 
ander Hamilton Hotel, Paterson, N. J., on 
November 21 and 22. The banquet will 
be held on the evening of November 21. 


Clearing Houses 


~ 


On August 27 a member of the Harrisburg, 
Penn., Clearing House Association brought 


in checks on other banks amounting to 
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$18,822.68 and received from other banks 
ehecks on it totaling exactly the same 
amount. So far as can be learned this is 
the only case of an exact coincidence re- 
ported by any clearing house. The most 
recent approach to an exact balance at the 
New York Clearing House was reported on 
November 19, 1906, when a bank offered 
checks totaling $9,049,255.88 and received a 
total of $9,049,255.40. 


Crime 


The Illinois Bankers Association has ad- 
monished its members to guard their check 
forms. It appears to be a very simple 
matter the association states, for criminals 
to obtain check forms. In many of the 
banks a supply of forms can readily be 
found on the lobby counters and anyone 
desiring to appropriate a quantity for good 
or ill has no difficulty in obtaining them. 
Banks will mueh grief and loss of 
money for the people of their community 
if they will adopt the rule not to furnish 
checks to anyone other than a depositor 
entitled to them. 


Save 
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A sharp downward trend in crimes against 
banks is reported by the Protective Commit- 
tee of the American Bankers Association. 
In the year ended August 31, 1935, there 
were 326 bank robberies as compared with 
422 in the corresponding period a year 
earlier. In the past year burglars and 
bandits exacted tribute from banks amount 
ing to $1,414,783 compared with $1,992,000 
taken a year ago reports James E. Baum, 
manager of the Protective Department of 
the Association, and virtually all of this 
was indemnified by insurance “but the 
material money and securities is 
overshadowed by the killing of two bank 
employes, one bystander and nine arrest- 
ing officers.” Bank robbery also cost the 
lives of 20 criminals during the year and 
caused physical injuries to 17 bank em- 
ployes, 15 bystanders, 12 arresting officers 
and 15 bandits, a total of 91 casualties 
against 221 reported a year 


Deaths 


Charles F. Hunt, senior vice-president and 
director of the Anglo-California National 
Bank of San Francisco, died on September 
12 after forty-seven years of service with 
this institution. 


loss 


loss of 


ago. 


Depressions 


Speaking before a 
Chicago Association of Commerce and the 


joint meeting of the 
Illinois Manufacturers Association Charles 


G. Dawes, chairman of the board of the City 


National Bank and Trust Company, Chi- 
cago, recently considered “The Three Great 
Depressions in the United States of 1873, 
1893, and 1929. A New Method for their 
Study and its Lessons.” After analyzing 
two statistical charts based on the history 
of these three economic disasters he came to 
the following five conclusions: 

Ist. That the three last major depressions 
in the United States, regarded as commenc- 
ing respectively in the Stock Exchange 
panics of September 18, 1873, May 4, 1893, 
and October 29, 1929, registered the approach 
of the final year of business recovery in a 
sustained rise in Stock Exchange prices, 
lasting in no case less than six months, in 
an interval of time approximately five years 
and six months, the maximum variation 
being within thirty days. 

2nd. That in each approximately 
ninety days after the commencement of this 
sustained rise in Stock Exchange prices, 
to-wit: Five years and nine months after 
the initial stock crash, they registered the 
start of the sustained rapid advance in the 
prices of pig iron which was the beginning 
of the recovery in the two former depres- 
sions, and in this depression (in which 
throughout steel prices were stabilized at 
a high level), the start of the sustained 
increase in the production of steel ingots 
marking the beginning of recovery. 


case 


3rd. That at some time in these depres- 
sions thus charted and measured—approxi- 
mately at the same time—mass confidence 
was restored quite suddenly just as at their 
beginning it was destroyed. 

4th That mass major 
depression once regained is not subject to 
frequent oscillations as has been generally 
claimed eurrently by unquiet minds, but 
thus regained, its continued existence, unless 
interrupted by war or similar elemental 
mass action, thereafter brings about a nat- 
ural recovery in a definite time 
which is best measured, not from conjectural 
and varying estimates as to when confidence 
regained, but from the initial stock 
panic which demonstrated the 
existence of its general loss. 

5th. That the sudden loss of mass con- 
fidence should be considered the specific 
enuse of the following extreme dislocation 
of normal general and credit 
functioning. 
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course of 
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Finance Companies 


According to word received by the General 
Motors Acceptance Corporation, a Three 
Judge constitutional Court last month de- 
clared unconstitutional the Indiana Retail 
Installment Sales Act which attempted to 
control finance company rates and the opera- 
tions of finance companies, automobile 
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dealers and dealers in other commodities 
sold on installment credit. The decision was 
handed down in South Bend, Indiana, in 
an injunction proceeding brought by General 
Motors Acceptance Corporation and a 
Chevrolet dealer attacking the constitution- 
ality of the law. The Court unanimously 
held the statute unconstitutional and void 
in its entirety. The statute undertook not 
only to regulate rates, which the plaintiffs 
asserted constituted illegal price-fixing, but 
also to control competitive situations be- 
tween finance companies themselves. 


Honors to Bankers 


John J. Griffin, vice-president of the Mutual 
Bank and Trust Company, St. Louis, Mo., 
has been appointed by the Governor chair- 
man of the Citizens’ Advisory Committee 
for the Employment Office in St. Louis, 
which is under State and Federal super- 
vision. 
=o 


Rudolph F. Friske, cashier of the American 
National Bank of Kalamazoo, Mich., was 
installed as president of the Michigan Bank 
Auditors’ and Comptrollers’ Association, at 
a meeting recently held at Battle Creek. 
Heretofore, meetings of the association have 
been confined to lectures dealing with audit- 
ing practices and problems. It is Mr. Friske’s 
intention to widen future programs and in- 
clude other subjects such as—photographie 
accounting with the use of Recordak; a 
study of purchasing methods; a study of 
the letter method of approaching patrons 
and prospects; a monthly exchange of ideas 
on economical bank operation; and a forum 
for the dissemination of ideas for use in 
weekly meetings with bank employes. 


House Organs 


With the issue for September-October, The 
Chase, published by the Chase National 
Bank of the City of New York, comes out 
in a new cover, new layout and more pic- 
tures than ever before with greater em- 
phasis on activities of folks in the Chase 
organization. One of the most interesting 
articles in the current number is called 
“Galloping Along with Chase Hobby Riders” 
and deseribes the hobbies of various mem- 
bers of the bank’s staff. 


New Appointments 


George J. Panario has been appointed presi- 
dent of the Capital Company, San Fran- 
cisco, which is a real estate company wholly 


owned by Transamerica Corporation, ac- 
cording to a recent announcement by L. M. 
Giannini, chairman of the executive com- 


mittee of Transamerica Corporation. He 
succeeds Mr. Morgan A. Gunst, who has 
served as president since 1932 and is now 
retiring from business. Mr. Panario will 
assume the active direction of the real estate 
company in addition to his activities as 
vice-president in charge of the real estate 
credit department of Bank of America, 
member of the bank’s general finance com- 
mittee and member of the advisory council 
of Transamerica Corporation. 


New Firms 


The investment management business of 
Henry R. Putnam, Ine., New York, will 
hereafter be conducted under the name of 
Johnston & Lagerquist Inc. Douglas T. 
Johnston for a number of years was asso- 
ciated with the Irving Trust Company and 
was a vice-president director and chairman 
of the trust committee at the time of his 
leaving to become a partner of Field, Glore 
& Co., investment bankers. For the past 
three years, he has been president of Na- 
tional Baneservice Corporation. 

Walter E. Lagerquist after spending a 
number of years in teaching economics and 
finance became in 1925 an investment ad- 
viser to a leading New York bank. In 
1930, he was appointed a member of the 
Kemmerer Commission to Colombia. Since 
his return, he has been engaged in invest- 
ment counsel activities, being until recently 
a partner of Vance-Lagerquist Associates. 


Recovery 


Far Western business has reached its 
highest level in 43 months, as measured by 
the statistical index of Bank of America. 
The bank’s preliminary August index of 
Far Western Business registered 69.2, the 
highest point since January, 1932. The 
August, 1935, index was 6.8 per cent. higher 
than the like month a year ago, 124 per 
cent. above August, 1933, and 17.9 per cent. 
above the August, 1932, index figure. The 
index also recorded a gain of 5.8 per cent. 
over July, 1935. 


Recent Publications 


Under the title of “Which Plan of Posting 
Is Best for Our Bank?” Burroughs Adding 
Machine Company has prepared a_ booklet 
of current interest to operating officials of 
commercial banking institutions. 

The booklet deals with the variations in 
methods of posting depositors’ checking 
aecounts. In an unbiased manner, the 
authors endeavor to help bankers appraise 
their bookkeeping systems and to point out 
what opportunities for economies exist in 
their banks. 





What banking 


system for 
America e 


RE the forty-nine separate jurisdictions under 

which American banks operate an underlying 
eause of the inherent weakness of our banking sys- 
tem? If so, what can be done about it? What is the 
ease for a unified system of banking control? How 
could such a system be brought about constitution- 
ally? How would the change affect the banks? These 
are questions every intelligent banker is asking today. 


Federal and State 
Control of Banking 


By 
THOMAS JOEL ANDERSON, Jr. 


ERE at last is a complete study of the problem 

by an unbiased observer. The author has made 
an exhaustive survey of Federal and State control of 
banking. He has studied the various controversies 
which have arisen between Federal and State authori- 
ties and shown how competition between these two 
jurisdictions has weakened effective supervision and 
brought about many of the conditions which.made a 
erisis inevitable. 
3y signing the coupon below you may have this book 
come to your own desk for five days’ examination. 


MAIL THE APPROVAL ORDER BELOW 


BANKERS PUBLISHING COMPANY, 
465 Main St., Cambridge, Mass. 


You may send me a copy of “Federal and State Control of Banking” for 5 days’ 
examination. At the end of that time I will either remit $3.50 or return the book. 
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“In most banks, the bookkeeping depart- 
ment, because of its size and the large 
volume of figure work to be done, appears 
to offer unusual opportunities for econo- 
mies,” the booklet begins. “This has led to 
the adoption of various methods of posting 
depositors’ checking accounts. Only through 
a complete analysis of the present opera- 
tion in your bank, and a study of the 
various methods in current use, may possi 
bilities for economy be discovered.” 

Although consisting of only 16 
the booklet covers its subject in sufficient 
detail so that bankers can visualize the 
economies possible by a variation of present 
methods. 

Any senior operating official can obtain 
a copy of this booklet by writing to the 
editor of this publication or to Burroughs 
Adding Machine Company, Detroit, Michi- 
gan. No charge is made for the booklet. 


pages, 


. 
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Much executive attention has been given to 
the problem of establishing effective control 
of the operations and expenses of automo- 
biles used on company business. Some of 
the plans and policies resulting from this 
consideration are detailed in a recently re- 
leased report of the Polieyholders Service 
Bureau, Metropolitan Life Insurance Com- 
pany, entitled “Controlling Costs and Opera- 
tions of Business Automobiles.” This study 
presents the findings of a survey of the 
practices of 53 companies engaged in a 
variety of enterprises throughout the coun- 
try. It considers such subjects as: Should 
the company or the employe own the ear? 
In what form should reimbursement for ex- 
penses be made? What are some of the pre- 
dominating policies with relation to finane- 
ing new cars, insurance, trade-ins, personal 
use of cars? 

While the supply lasts copies of this re- 
port are available on application to the 
Policyholders Service Bureau, Metropolitan 
Life Insurance Company, 1 Madison Ave., 
New York. 


Real Estate 


“The American home, our strongest bulwark 
against communism, fascism, and other ex- 
treme radicalism, is again gaining ground 
in the fight to maintain the integrity of our 
American institutions.” This was the state- 
ment made by C. Harry Minners, president 
of the New York State League of Savings 
and Loan Associations, at a recent meeting 
of League representatives. 

“Reports from our associations throughout 
New York State show that the rate of new 
home acquisitions has long since passed the 
rate of home foreclosures, and relatively is 
rapidly gaining momentum,” he continued. 
“This not only denotes returning healthier 


economic conditions generally, but it has a 
direct and important bearing on retarding 
the progress radicalism has been making in 
the world during these past several years 
of distress.” 


Statements 


The statement of condition of the Guaranty 
Trust Company of New York as of Septem- 
ber 30, 1935 shows deposits of $1,462,789,- 
373.49, the largest in the history of the 
company. Deposits were $1,412,601,413.97 
on June 30, 1935, and $1,181,095,181.51 a 
year ago. The company’s total 
are $1,779,579,553.48, as 
$1,730,209,418.50 on June 30, 1935, and 
$1,497,373,747.52 a year ago. The state- 
ment shows capital and surplus of $90,000,- 
000 and $170,000,000, respectively, and un- 
divided profits of $6,598,517.06, giving total 
capital funds of $266,598,517.06. 


{e— 


resources 
compared with 


The financial statement of Brown Brothers 
Harriman & Co. New York, private bankers, 
as of September 30, 1935, shows increases 
in total assets, deposits and surplus as com- 
pared with three months ago and the cor- 
responding date a year ago. Total 
now stand at $66,900,468 compared with 
$64,703,609 on June 29, 1935, and $54,- 
963,324 on September 30, 1934. Deposits 
of $41,228,461 compare with $39,375,597 
three months ago and $26,862,393 a year 
ago. Capital and surplus on September 30 
had inereased to $10,839,076 as compared 
with $10,675,455 on June 29 and $10,408,- 
480 on September 30, 1934. 
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The statement of The Chase National Bank 
of September 30, 1935, shows deposits on 
that date were $1,854,625,000, and certified 
and eashier’s cheeks, $96,907,000, the 
of which, $1,951,532,000 compares 
$1,760,129,000 on June 29, 1935, 
$1,488,962,000 on September 29, 1934. 

Total resources of the bank on September 
30 amounted to 
with $2,027,704,000 on June 29, 1935, and 
$1,774,890,000 on September 29, 1934; eash 
in the hbank’s vaults and on deposit with the 
Federal Reserve Bank and other banks, $667,- 
598,000, as compared with $528,863,000 and 
$318,001,000; investments in United States 
Government securities, $620,305,000, com- 
pared with $573,664,000 and $491,819,000; 
securities maturing within two years, $112,- 
087,000 as compared with $86,017,000 and 
$90,740,000; other bonds and securities, in- 
cluding stock in the Federal Reserve Bank, 
$132,617,000, as compared with $122,032- 
000 and $139,469,000; loans and discounts, 
$613,240,000, as compared with $639,395,- 
000 and $638,363,000. 

On September 30, the capital of the bank 


assets 


sum 
with 
and 
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Bank Buildings 


20 year’s experience in designing bank 
buildings qualify us to modernize your 
present quarters—or design new ones— 
in a satisfactory, economical manner. 
Our survey may save you money. 


CHAS. A. HOLMES 


formerly of 


HOLMES & WINSLOW 
153 E. 38th Street - New York 


consisted of $50,000,000 preferred stock and 
$100,270,000 common stock and $50,000,000 
surplus. These items were unchanged from 
June 29, 1935, and September 29, 1934. 
Undivided profits on September 30 were 
$18,947,000, as compared with $20,851,000 
on June 29, 1935, and $15,803,000 on Sep- 
tember 29, 1934. Semi-annual preferred 
and common dividends amounting to $6,- 
083,333.80 were paid to shareholders on 
August 1, 1935. 


Savings Banks 


It was announced last month by the Savings 
Bank Association of the State of New York 
that the people of New York State have on 
deposit over $5,179,000,000 in their 137 
mutual savings banks, an increase of more 
than $33,866,000 over ‘the corresponding 
date a year ago. During the same period 
the number of depositors increased to 
5,918,000, a gain of 52,000. 
—©— 

The only method by which savings banks 
ean continue successfully to manage their 
mortgage investments is through co-opera- 
tion amongst themselves and with other in- 
stitutions which lend on mortgages, accord- 
ing to Bernard F. Hogan, president, Greater 
New York Savings Bank, Brooklyn, N. Y., 
addressing the annual meeting of the Sav- 
ings Bank Association of the State of New 
York. In any real estate market where 
there is an abundance of funds available 
there must be co-operation to control new 
building, he said. ‘We may look ahead to 
a new mortgage lending area,” he continued, 
“one in which the ability of the borrower 
to repay the loan must be given as careful 
consideration as the value of the property 
offered as security.” 

_ 


Harold Stone, president of the Onondaga 
County Savings Bank, Syracuse, N. Y., was 
elected president of the Savings Bank 


Association of the State of New York at 
the annual convention held recently. In 
his message as new president he declared 
that the progress made by the savings banks 
in co-operating among themselves should be 
extended to include other types of financial 
institutions. The commercial banks and 
savings banks “are not competitive” he said, 
“each is a specialist and the best in its 
field.” They must recognize this facet 
mutually and co-operate to serve their re- 
spective publics to the greatest degree of 
effectiveness. 


Bankers’ Conventions 
State 


Noy. 21-22—New Jersey Mid-Winter Bank- 
ing and Trust Conference, Alexander 
Hamilton Hotel, Paterson. 


Nov. 22-23—Arizona Bankers Association, 
Phoenix. 


Nov. 22-23—Florida Bankers Association, 
Miami-Biltmore Hotel, Coral Gables. 


General 


Nov. 7-9—National 
Bank Supervisors, 
Atlanta, Ga. 


Association of State 
Henry Grady Hotel, 


Nov. 11-14—American Bankers Association, 
Roosevelt Hotel, New Orleans, La. 


Nov. 11-14—Association of Bank Women, 
Hotel Jung, New Orleans. 


Nov. 13-15—United States Building & Loan 
League, Cincinnati. 


Nov. 18-20—Foreign Trade Council, Rice 
Hotel, Houston, Texas. 


—1936— 


May 4-6—Kansas-Missouri Bankers Associa- 4 


tion, joint convention. 


May 7-8—Oklahoma Bankers Association, 
Mayo Hotel, Tulsa. 
May 12-13—Mississippi 

tion. 

May 20-21—South Dakota Bankers Associa- 
tion, Aberdeen. 
May 25-27—Illinois 

St. Louis. 


Bankers Associa- 


Bankers Association, 


June 8 week—American Institute of Bank- 
ing, Seattle. 


July 19-20—Montana Bankers Association, © 
Mount Glacier Hotel, Glacier Park. 
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